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VICTORIA, BRITISH COLUMBIA, MARCH 16, 1938. 


TOPICAL INDEX 


PATTULLO, HON. T.D, (Premicr of British Columbia) 


Address of Welcone 


Description of the 
various parts of the 
brief to be submitted 


Recommendation that 
power should rest in 
the Parliament of 
Canada to amond the 
B.N.A. Act 


THE CHAIRMAN: 
Proposition outlined 

at provineial confcrenes 
at Ottawa as a basis 
for amendments to the 
B.N.A. Act 


Recommendation that the 
terms under which British 
Colunbia entered Confed~ 
eration be revised 


Recommendation that 

each province have the 
right of review of its 
position in Confederation 
quingquonially 


THE CHAIRMAN: 
Australian Grants 
Commission 


Recommendation that 
inequalities arising 
from the application of 
tariff and freight rates 
be adjusted 


Recommendation regarding 
income tax 


Recommendation that the 
provinces be granted 
authority to raise their 
own revenues by whatever 
means deemed necessary 


THE CHAIRMAN; 
Difficulties involvod 
in granting unlimited 
rights of taxation to 
the provinccs 
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PATTULLO, HON. T.D. (CONT'D. ) 


THE CHAIRMAN: 
Municipalities a 
responsibility of 
the provinces 


Loan council 


Suggestion made in 
Manitoba that the 
Dominion take over tho 
portion of the provin- 
cial debt represented 
by the annual subsidy 


THE CHAIRMAN: 
Difficulties involved 
in Dominion adminis- 
tration of old age 
pensions 


Mothers’ allowances a 
provincial responsib- 
LLIVY 


THE CHAIRMAN: 
Desirability of 

the Dominion assuning 
primary responsibility 
for education 


Recommendation that 
the debt structure of 
the provinces be 
revicwod 


Recommendation that 
responsibility for costs 
of old age pensions and 
mothers’ allowanecs should 
rest upon Dominion 


Recommendation that tho 
Dominion exercise jur- 
isdiction over unemploy-— 
ment insurance 


Recommendation that 
authority be granted the 
Dominion to enact legis- 
lation to regulate wages, 
hours of work and condit- 
ions of labour 


Rocommendation that the 
Dominion and provinces 
cooperate more fully in 
matters of education 


Recommendation that the 
Dominion and provinces 
cooperate in health and 
welfare sorvices 
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PATTULLO, HON. T.D. (CONT'D. ) 
THE CHAIRMAN: 
The term "moro uniform 
system" in regard to 
education, 4851 
WELR, HON. G.M. (Ministor of Education) 
Establishment of a 
Bureau of Education; nya 
uniform systom of 
school accounting 4852 
Recommendation that the 
Dominion take the lead 
in obtaining uniform 
residence rules for every 
province in Canada 4853 
THE CHAIRMAN: 
Charging unemployment 
relief of an individual 
to the municipality 
from which he cones 4854 
Dominion jurisdiction ovor 
relief necessary before 
residence rules established 4854 
Recommendation that 
necessitous public works 
be undertaken as a means - 
of tunentloynent relief 4855 
Recommendation that 
Dominion share with the 
province cost of Trans- 
Canada Highways 4855 
THE CHAIRMAN: 
Roads leading to 
national parks 48554 
Unemployment relief 
project at Big Bend Road 4855B 
Recommendation that Dom- 
inion assistance in the 
construction of roads be 
continued; that the work 
of the Geological Survey 
of Canada in British Col- 
umbia be continued more 
aggressively 4856 
Recommendation that the 
Pacific Great Eastern 
Railway be absorbed by the 


two national railways 4857 


Recommendation regarding 
financial position of 
municipalities 4857 
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PATTULLO, HON. T.D. (CONT'D.) 


THE CHAIRMAN: 
Limited number of 
municipalities in B.C. 


Extent to which rural 
areas in B.C. organized 
under municipalitics 


THE CHAIRMAN: 
Oriential immgration 
a question of Dominion 
Government policy 


THE CHAIRMAN: 
Question re the 
inspection of fruits 
and vegetables 


Recommendation that 
oriential inmigration 
into Canada be pro- 
hibited 


"Bootlegging of Japs" 


Recommendation that 

the Dominion cooperate 
with province in the 
responsibility for the 
problem of the Doukhobors 


Recommendation that the 
inspection of fruits, 
vegetables and honey be 
under federal jurisdict- 
ion 


Recommendation that the 
supervision of the dis- 
posal of elevator grain 
screenings be a federal 
responsibility 


MACDONALD, HON. K.C. (Minister of Agriculture) 


THE CHATRMANi: 
“Supervision of the 
disposal of elevator 
grain screenings" 


Suggestion that the 
Dominion assume full 
responsibility for its 
own regulations in regard 
to grading in order to 
prevent overlapping 
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PATTULLO, HON. T.D, 


‘ (CONTINUING) 


Recommendation that 

the provinces should 

have control of the 
packing, storing and 
transporting within 
their boundaries of 
commodities intended 

for interprovincial trade 


Vole Gbal rial : 
*Wuestion re recommend- 
ation that the provin- 


ces control packing, 
etc., of commodities 


GDONBD HON. Kee 
Yollection of revenue by 
way of licenses 


Collection of merchandizing 
charge on milk 


“ecessity for control of 
commodities produced in 
the province 
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Recommendation that the 
authority of the Yominion 
with regard to bankruptcy 
laws be restated 


THE CHATRMAN: 
Amendment of *armer's 
Vreditors “rrangemefit 


Agt a 


Recommendation that 
jurisdictions now in 
doubt should be placed 
beyond question so far 
as language may be able 
to attain that end 


THE CHALRMAN: 

Sections of the B.N.A. 
Act in need of clarif- 
ication 


Dominion subsidy of 
$750,000 to But. 


FARRIS, HON. J.W. de Be (COUNSEL) 


Need for general revision 
of the financial relation- 
ship between Dominion and 
provinces 


Increase in the duties 
ad functions of provin- 
cial governments 
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FARRIS, HON. J.W. de B. (CONT'D.) 


THE CHAIRMAN: 
Question re sound 
governing principles 
for readjustment of 
relations 


THE CHAIRMAN: 
Licence fees 


Direct and indirect 
taxes in British 
Columbia 


THE CHAIRMAN: 
Possibility of other 
provinces claiming 
inequalities by reason 
of grant to B.C. 


Increased provincial 
obligations in 
connection with unem- 
ployment 


Inadequacy of provis-~ 
ions made to meet new 
burdens on the provinces 


~cderal grants to the 
provinces 


Provincial taxing powers 


Special claims of 
British Columbia 


Burdens imposed upon 
BeCe by Confederation 


Inadequacy of grant 
allowances 


Grant allowances made 
without due consider- 
ation of physical feat- 
ures of the province 


Contribution made by 
B.C. =. Confederation 
excessive 


Inequity of federal 
subsidics and allowances 


Federal income tax 
excessive 


Impossibility of meeting 
costs of administration 
of government and 

debt obligations without 
increasing taxation 


Financial arrangements 
made on entry of B.C. 
into Confederation 
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FARRIS, HON. J.W. dc Be (CONT'D.) 


THE CHAIRMAN; 

Request made by B.C. 
on entering Cenfeder- 
ation for a railway 


THE CHAIRMAN: 
Statement of Sir 
John A. MacDonald 
could not be changed 


COMMISSIONER DAFOE: 
Explanation for high 
tariff in British 
Columbia in 1869 


THE CHAT RMAN: 
Allowance made to 
B.C. for turning over 
lands to assist in 
construction of 
railway 


Special bonus granted 
BeCe in 1884 


Settlements made in 
the past factors to 
be taken into account 
at the present time 


Sir Charles Tupper on 
the financial clauses 
of the B.N.A. Act 


Per capita income derived 


from importations in 


various’ Canadian provinces 


in 1935-36 


Fictitious assumption of 


population in British 


Columbia on entering Con- 


federation 


Delegation headed by 
Hon. James Dunsmuir in 
1900 


Statement of Hon. James 
Dunsmuir concerning 
importance of Canadian 
National Railway 


Revenues obtained from 
BeC. by the Dominion 
Government from 1872 to 
1901 


Delegation to Ottawa 
in 1903 headed by Hon, 
i.G. Prior 


Page e 


4890 
4897 
4897 


4898 


4899 
4301 
4901 
4903 


4904 


4910 
4911 


4912 


4913 


a horiios omacgt Atiteoo aot 
as - tt gaotdadcodt teens, ibaa oe 
a sha th sie tbaned ‘enmosteney rea ER sci 
bo. ROB SRAGOOL meh VERA, Oe 
Hi, ; | we nsbaticicos 242 NOR th had ta on “a | 
ae ge ab Sr ever WE 0 et SL SPO r ; J 
mea itOD eee tite mo ek daurlod | : | Uo 
i” | SOGd | nok? sO het A> (i life 
P } | ' "] \ St ‘ae ee (Waa i ey 
mm, anor 2 alco 0 i Aen ae 4h 
m ae fd tetera of al 
, | ee ae note cael coe 
is Les | | awd Lore ine 
i bekeote aumod rg ae 
Sy BOCA seat bade 
he, iy | / : nie 
ial i brs nek oben os a OL tas et 
Ney | ot erotost daag - 7 
Di Anse: | 3 dtayooon Gane soxad Pt 
L0@h emty tresotg oy de 
yo Doisnd mets “yeah it | | 
mt cc bemmaceG Rohtak fron 
OLeS DORs 
aoe] AOR To 3 Neate TOFR 
Si Lrpon98 9 oi crate Ne 
ne Phored BG Goradraink 
rreh towhion Lsaotisn 
ort bopgbetdo acsmevor | 
Hob toe alt yd :Ond 
| ot SY8l Hane. pic 
Step Boer 


ewadtte i“ ree 
ito ¥¢ ‘ho 


oe 


FARRIS, HON. J.W. de B. (CONT'D.) 


THE CHATRMAN: 
Provisions requested 
under terms of union 


which were not granted 


to B.C. 


Grant of $100,000 at 

time of union in con- 
sideration for Crown 

lands 


CARROTHERS, DR. WeA. (Chairman, Economic Council 


FARRIS, HON. JW. de B. 


COMMISSIONER DAFOE: 
Representations made 
by Hon. James McBride 
in London 


of British Columbia) 


Special difficulties of 
British Columbia 


Delegation to Ottawa 
Lng LOS 


Statement of Hon. Richard 
McBride concerning 
separate arrangements 

for British Columbia 


Statement of British 
Columbia's case made in 
1905 


(CONTINULNG ) 


Conference held in 1906 
between provincial and 
Dominion governments 


Decision of Conference 
of 1906 to grant B.C, 
$175,000 annualy for ten 
years 


Statement of Hon, James 
McBride with regard to 
amendments to B.N-A. Act 
concerning grants to B.C. 


Delegation to Ottawa 
in 1911 


Appointment of a Royal 
Commission to investigate 
elaims of B.C. prior to 
Great War 


Memorandum Respecting 
Claims of British Columbia 
for Better Terms 
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FARRIS, HON. J.W. de B. (CONT'D.) 


THE CHAT RMAN: 

Re impossibility of 
accepting *s correst 
statemnts appearing 
in msmorandum respect- 
ing claims of B.C. 


COMMISSIONER DAFOE: 
Building of Canadian 


Settlement Act 


Contribution made by 
British Columbia to the 
building of the Canadian 
Pacific Railway 


Pacific Railway a burden 


intended to be put on 
Western provinces 


THE CHAIRMAN: 
Question re the 
interim subsidy of 
$750,000. 06,550. 


THE CHAIRMAN: 
Administration of 
Liquor Control Act 
in B.C. 


Compulsory duties 
imposed by provincial 
statute upon municip- 
alities 


Estimated expenditures 
and receipts in B.C. 
discussed in the Memo- 
randum Respecting Claims 
of B.C. 


Conference on Taxation 
at Ottawa in 1924 


Claim for readjustment 
of the Terms of Union 
made by B.C. in 1927 


Representations made 
by Britigh Columbia in 
1934 


Detailed consideration 
of reasons for readjust-~ 


ment for British Columbia 


Inadequacy of grant 
allowances from Dominion 


Voluntary powers of the 


city and district municip- 


alities 
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ROYS4L COMMISSION ON DOMINION-PROVINCI‘L RELATIONS 


VICTORIA, BRITISH COLUMBIA, MARCH 16,1938. 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy 
years, met at the Parliament Buildings, Victoria, 

British Columbia, on Wednesday, March 16, 1938, at 10:30 4.M. 


PRESENT : 

HON. CHIEF JUSTICE NEWTON W. ROWELL, .... CHATRMAN. 
DR. JOSEPH SIROIS 
JOHN W. DAPOR Esq. 
Commissioners 


DR. ROBERT 4LEXANDER MacKay, 


PROFESSOR HENRY FORBES sNGUS 


_Commission Counsel : 


James McGregor Stewart, Hsq., K.C. 


pecretariat: 
Adjutor Savard, Esq., Acting Secretary 
Rotts (POW Le tsa’ Legal Secretary 
Wilfrid Eggleston, Esq., Assistant to the 


Secretary 


FOR THE GOVERNMENT OF BRITISH COLUMBI«: 


Hone. nomes Dulrerim Fractullay hk 0.) ti...) Premier, 
President of the Executive 
Council 

Hon, Gai Weir Bin. hea. Dareed. 
Minister of Education, 
Provincial Secretary 


POMa wwe eer. Wie 3, Lttorney General 

Hon, A.W, Gray, Minister of Lands, Minister of 
Municipal .ffairs 

Hon. John Hart, Minister of Finance 

Hon. K.C. MacDonald, Minister of agriculture 

Hon. F.M. MacPherson, Minister of Public Works 

Hor, id +W,.d6B. Harrisiai, GO. Counsel 


Dr. W.A. Carrothers, Chairman of the Economie Council. 
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Parliament Buildings 
Victorias.3B.C., 
Naren BO, oo. 


MORNING SESSION 


ADDRESS OF WELCOME 


HON. T.D. PATTULLO, Premier of British Columbia: 
Mr. Chairman: I would like to extend to your Lordship 
and the other members of the Commission the greetings 
and folicitations of the people of British Columbia. 

"The importence of the work devolving upon 
your Commission is, I think, generally appreciated 
by our people. 

Over a period of time there has come about a 
general belief that Canada has outgrown in many 
respects the Terms of Union, md that the constituent 
parts of Canada, in the light of developments, 
are unable adequately to fulfil the functions and 
responsibilities placed upon them under the Temms 
of Union. 

It appeers, therefore, that the Dominion Govern- 
ment has very wisely appointed your Royal Commission 
to investigate the many problems confronting the 
Provinces and the Dominion, in the hope that with all 
the facts placed in definite and concrete forn, 
determination may be made to meet the requirenmsnts 
of sound public economy. 

Discovery and invention, and political, as well 
as economic, developments have affected in very 
marked degree t.ic mental cttitude of our peop.c 
toward affairs governmentally. Governments have had 
to assume additional and new responsibilitics with 
consequent. increcsing cost of governmental services. 


The many changes that have come about work with 
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specicltgcverity upon provincial governnmnts. 

The Provinces find revcnucs inadequate to 
meet responsibilities, and with inadcqucte sources 
of revenuc many municipalitics find thc burden 
greatcr than taxable proporty can botr. 

It should be the dcsirc of the Provinees and 
of the Dominion that in the final analysis the 
Provinecs shall be placed in a position that they 
shall be able to function within the measure of 
their jurisdictions, without recourse to the 
Dominion Governmont for financiel assistancc, other 
than in such mcssurcs as may bec agrced upon, 

Whetcver finality may bc, it shoula bc such as 
to placc jurisdictions beyond doubt so far as 
language can attain that ond, and financial provision 
should bc such as to pormit of complctc functioning 
in that reeard, 

In ordcr to assist your Commission in this work 
a submission has bccn prepared on behalf of the 
Previne: of British Columbia, which is in cssence 
a stucy of thc economic anatomy of the Provinces 
as part of the Canedian Confederation. Every attempt 
has becn made in this analysis to gct at the réal 
facts of the situation insofar as information is 
available, in ordcr to disclosc to your Commission 
as far as possible the actual position of British 
Oolumhias 


Pert Il. of the submission gives a statcment of 


the position of British Columbia in the Canadian 
Confedcration sincc 1871 and indicatcs the inadequacy 
of the originel arrangcmonts for the cntry of 


British Columbia into thc Cenadian Confcdcration, 
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The continuous cissatisfaction with thcsc arrange= 
mcnts leading to appcals for redress is cvidenced, 
It is here submitted that British Columbia has 
been subjcct to uncqual treatment in the Confeder- 
ation, 

Part III is an analysis of the population and 
resources of the Province with a vicw to disclosing 
the peculiar nature of these resourcos and the 
problems involved in their cxploitation. 

Part £V deals with the functions of government, 
particularly in the matter of social sorvices and 
the cost of thcesc services. The gpowing burden of 
responsibility placed upon the Provincial Government 
in this rospect is here outlined. 

Part V deals with taxation or the methods by 
which the Governmcnt securcs the revcnuc to finance 
the sorviccs which it rendcrs to the community. 
Information will here be found with regerda to the 
revenue secured in this Province by the Dominion 
Government as well as the Province and the Municip- 
alitics, which will give a clear indication of the 
burdens which Confederation places on the Provinse 
in this respect. 

Part VI dcals with the effect of Canada's 
national trade and tariff and, monetary policy on 
British Columbia. Tae peculiar market: position of 
British Columbia is outlined, showing that in the 
-- ¢n the people of British Columbia havc to buy 
ane protectcd market and scll in a compotitive 
market, It is shown that on the basis of real 
exchange of commoditics the citizcns of British 


Columbie losc because of this market situation. 
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The offoct of tho national tradc end tariff policy 
on the transportation probloms of British Columbia 
is @lso outlincd, indicating that this community, 

bceause of this policy, is burdcncd with an undu ly 
large) sharc.of the Support of our national railway 


systcn, 

Part VII conteins suggestions with regard to 
modificetions that may be madc in the relations of 
the Province to the Dominion which might bc takcn as 
& basis for discussion &s botwccn the Province of 
British Columbia and the Dominion of Canada. 

In addition to the items indicatcd, there are 
numcrous other metters which should form the beSis 
of discussion as between the Provinccs and the 
Dominion, Only by discussion can common ground be 
reachcd., Opinions may change or be modificd in the 
light of dclibcrations. In other words, the problem 
must be approached in a spirit of give and take for 
mutual advantage and the attainment of lasting 
benefit to our country." 

Mr. Chairman, instead of following With part 2, we 
thought it advisceble that I should now read part 7, because 
it contains the rocommendations or suggcstions of the 
governnecnt of British Columbia, 

THE CHAIRMAN: That is quite agrceable to the 
commission. 

HON. MR. PATTSLLO: I think it might be informative 
to the Commission as well as to the public who are following 
tnoese procecdings somewhat closely. 

tT would like to summarize the suggcstions of 
British Columbia with regard to the subject matter 
of the investigations of your commission, and to 


indicate the desirability of improving old and 
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cstablishing new relationships as bctwccn the 
jurisdictions and administrations of thc provinces 
and the Dominion." 
I mignt say, sir, that most of the recommendations 
made here will be amplificd with factual information as 
well as argument which will be prescnted by coursel for 
the province of British Columbia, However, there are 
sone instances where that is not the case. There are one 
or two natters dealt with in these recomnendations, which 
are given not with the idea that the commission would be 
able to act upon them as they might not be within the 
scope of the Commission. In this connection thcore are 
such questions as the oricntial question and the Doukhobours,. 
I hardly think it was contcmplated in sctting up the 
tcrns of this commission that such things should be con- 
sidered, but I inscrtcd thom for this reason; they are in 
the public mind in British Columbia. They affcct the welfare 
of British Columbia and in that regard they affect the welfare 
of the whole Dominion. Lt ts for this reason, that: 1 think 
your Commission should be informed in regard to then, as well 
as the fact that the public of British Columbia is intensely 
interested in these two matters. 
* 1. ‘Power should rest in the Parliament of Canada 
to amend the British North America Act upon a basis 
to be agreed between the Provinces and the Dominion." 
I presume, sir, the members of your commission are 
aware of the fact that several conferences have been held 
at Ottawa within recent years. It was my duty, as well as 
pleasure, to attend everyone of those conferences. Upon 
one occasion a committee of the conference was appointed 
consisting of the Hon, Minister of Justice and the Attorneys- 
gcneral of the ~arious provinces,to sec if it was not 


possible to work out a formula by which the constitution 


Pa be 
‘(e 


ant abit ‘olf Fon feiaket <n cm ie | 
au es onte aor Foiuo0 afad ra sbakaeh oe ie 7 
eerposossiaes itt ont, setbeoup Lubtagiers aie SBy eam . on 
one qs “thie pes hot alqustios oii: eh jodie ed 
snob ad idole git dove 1h sedans eee So Rem 
nt ox % oil ‘yaoes meh wii LCR Laat soteonett Ee tad nomabe iA 
aa naLow, oie sus 4a yoo "ape dition atte penta ea: Aiea pi ties: oat 
Den cl cy oie So0%ta reoile ‘hetigot +2 is Bess a An) ov itemtod detent to. ; 
rere :y an xenon eine so% Bb) ia ie sito teutioe?. ead ne! ona, xo 
kiaw 28 isin ad rs ao yh Perry tthe 6d bioode ’ ng tenteasad, po 


gieacer nt ai phdnatan ‘Yoietne ro oecian, ei ae So0% old ne 
| ‘ erste ein aie avait ak. se pele 
banat me Sringinétawt ath ott 4 vt ‘Rifvione newer, eS 
as it A. Sot tod enki ae sOM: Aa Ee LPS. Gas: err 
acai bet vot ert Bae Laouprs ott dnc uiBowhed Daas : oe. of 
R + 
‘ai, atts bios Zee, hace ie aetna ail, AIRE, « amg te 
pied a aod ival wenmossiden: Laxevae toe ion pee, ‘ty, ected 
as Jise 2h ,vaib ve eae th: Vee att Ry Saha fw easeo: te 
Koa « jon ishene oKORS to ony ove pnts Oe . etiteee fg a 
bethatorsa' « adwigonetethoo ond 0 aout Exe - 9 1488900 oi 


meyeumon. it ome eotyang Ro soesraiey HoH wt aiiatee tums ! 
iis i] 
ton sow ti 42 ood: ‘od gE OOEET OR, yong rile 0 istaiteg 


fis tea ita cise eat dobiw sre" alontod & 


4836. 


could be amended. I know there is a substantial portion 

of opinion favouring the amendment being made in London, as 
at present,while on the other hand I think there is sone 
opinion in favour of having the constitution amended by 
Canada itself, This cormittee did sit, I think, for several 
aays, but had great difficulty in securing agrecrent anong 
the majority of the provinces, However, I think they did 
arrive at a formula, although it was not satisfactory to 
everybody, My rocollcction is that ono or two of the 
provinescs particularly objccted and the matter was; not 
procecded with, Theo government of British Columbia is in 
fevour of the amendment of the Consitution within Canada 
itself on 4 basis to bo arranged. Mr. Lapointe, the 
Minister of Justicc, according to press reports, suggested 
this qucstion might be taken up at the coming session of 
parliament, but I have not noticcd that parhiament is 
dcaling with it. . 

THE CHAIRMAN: When we were sitting in Saskatchewan, 
the Attorney-Gencoral brought to our attention the 
dcliberations of the cormittce to which you have refcrred 
and filcd as an ecxibit a statement showing the results 
they had achievcd, Do I understand thet the vicw of this 
government is, gencrally spoaking, that thc proposition 
as outlincd at that confcrcnec should be the basis upon 
which amcndments to the B.N.A. Act should bce worked out, 

HON. MR. PATTULLO: I would have to answer that with 
reservations, Our Attorny-General was a party to that 
conference at the time, but perhaps intimate consideration 
was not given by our governnent because of the disagreenent 
which occurred, 

THE CHAIRMAN: Yes, but it is that plan --— not 
committing yourwelf in detail -- it is a plan along the 


general lincs disaussed which you have in vicw. 
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HON. MR. PATTULLO: Yes, that is right. 
"2. Tho special position of British Columbia in 
the Confcdcration of Caneda should reccive 
immediate consideration and the terms upon which 
British Columbia cntorcd into Confcdoration adjusted 
in order that British Columbia may be in 4 position 
of equality with the other Provinces of Canada 
when considcring new adjustments and rolationships 
in Dominion and Provincial authority," 
I do not think I need to go into nes question as 
it will be dealt with by Counscl. 
" Se Each Provinces should have ths right of 
revicw of its position in Confcdcration quinquenially 
in“ordor that: no Province shall be placed in 
disadvantagcous position in relation to the Doninion 
as & wholc be reason of conditions over which it 
has no control." 
In that regard Counscl may not go into the qucstion 
to any lcngth,. I will not go into it at great length, 
c6ithcr, as it may be more desirous to go more fully into 
this question aftor the cormission hearing. Economic 
conditions mney arise which would prejudice the position 
of onc province, and it is for this reason I think the 
province should heave the right to have their case 
reviewed. I do not think it is a healthy condition for 
any one province -to have a greivanec. In considermng this, 
we must assume that no province will submit a frivolous case, 
but if a frivouls case should be submitted, it shoula be 
dealt with in the proper manner. I noticed an item submitted 
by one of the other provinces favouring such a course. 
THE CHAIRMAN: Have ycu in mind something like the 


Grents Cormission in Australia? 
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HON. MR. PATWULLO:: As a matter of fact, Mr. Chairnan, 
I an not faniliar with that plan. 

THE CHAIRMAN : Unacr this plan an independent, 
impartial commission is sct up to roviow the application 
of any provines for spccial consideration by reason of 
exceptional conditions. This commission nakcs rocomncndaticns 

to the governricnt after it has cxamincd the case presonted 
by the particular state. 

HON. MR. PATTULLO: It night woll be that tho fodoral 
governnent would prefer puch a plan as that. Somctincs, 

I likc,mysclf, to gct at closo quartors with the govern- 
ment itself. If all governnents were as this governnent, 
it would be very Casys 

THE CHAIRMAN: Is there any danger that your suggestion 
involves political pressure? 

HON. MR. PATTULLO: Well, it nay. 

THE CHAIRMAN: If it is dealt with by each province 
approaching the dominivcn government when that province 
feels it is in need, would not that involve continued 
political pressure upon the Dominion by the province 
which happenec to be in need. 

HON. MR. PATTULLO: It night, but on the other hand, 
if the work of the Commission was not considered satisfactory 
the Doninion Governnent would have to accept the responsib- 
ility for the report of the commission, We have hac a 
good deal of expcrience with commissions in this province -- 
I an not reflecting upon the Honourable Royal Commissicn. 

COMMISSIONER Lavon: Just one more expsrisnece. 

THE CHALHMAN: It is a littlc too early to pass 
judgencnt on that, as ycot. 

HON. MR. PATTULLO: I will read nec ommendarrion Noe 4: 
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reason of the application of the tariff and freight 
rates should be adjusted.” 
This is one of the most important representations 
which our government will make to your honourable body. 
It is dealt with in very considerable detail in our brief. 
I will continue now, with No. 5, 
" 5 British Columbia first imposed an Income 
Tax in 1876, and is dependent in very considerable 
measure upon this source of revenue. The entrance 
of Canada into the Income Tax field definitely 
limited this source of revenue to British Columbia, 
and has plased the Province in very embarrassing 
position." 
THe CHAIRMAN; This will be discussed more fully by 
Mr. Farris in his presentation of the brief, will it? 
HON. MRS PPATTULEO: ~:\Yess Continuing, dread the 
remainder of Item No. 53 
Mi In order to meet all charges without recourse 
to borrowing from the Dominion, it is necessary to 
increase Provincial Income Taxes; yet to do so would, 
together with Dominion Income Taxes, place a too 
heavy burden upon our peoplee 
At the time of the imposition of the Dominion 
Income Tax, protest was made by the then Government 
of British Columbia. The present Government of 
British Columbia has for several years defcrred 
increasing the Income Tax while constantly pressing 
for the appointment of a Royal Commission such as 
your honourable body. This deferrence of increase 
in the Provincial Income Tax foreed this Province 
to borrow from the Dominion, so that the situation 
now is that the Dominion, through invasion of the 


Income Tax ficld, placed this Province in ths 
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position where it must borrow money from the 

Dominion in order to mect immcdiate charges including 
unemployment rolicf, and interest is now boing paid 
on these borrowings. This situation cannot continuc 
indefinitely, It is imporative that thore shall 

be a readjustmont and that the advantagcous position 
which British Columbia occupicd bo rostored. 

6. Tho Provinecs should be grantcd authority to 
raise their own rovonucs ay whatovor mcans dccmod 
necessary in the light of circumstances and nequiee 
ments. This, if carried out, would place beyond 
question all taxcs as now levicd and would authorize 
the imposition of. other taxes, such, for examplo, 
‘as the business turnovor tax or the retail salos 
tax." 

THE CHAIRMAN: Is that dealt with in the briocf? 

HON. MR. PATTULLO: No, sir, it is not. 

THE CHAIRMAN; Would you just dovolop that a littlo 
further so that we might have the benofit of your vicws 
upon it? Leaving it as broadly as you have put it thero, 
it would open the whole fiold of taxation to theo province. 

HON. MR. PATTULLO: Our government takes the viow 
in connection with all theso mattcrs, that there must 
nocessarily bo ncgotiation and dcliberation betwoon the 
provinee and the Dominion. Today, we know nothing of tho 
position of the Dominion Government, exzept by roason of 
the conversations which we have had at various times. We do 
not know what proposals they may have to make, so I am not 
able to lay all my cards upon the table as I do ndt know 
what the cards are. 

THE CHAIRMAN: So you are staking out the largest 
possible claim, in the language of the mining prospectors. 


HON. MR. PATTULLO: May I draw your attontion to this; 
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Representations were mado by this government to tho ere 
ment at Ottawa, perhaps more strongly than any othor 
province in the Dominion, tho rosult of which was the 
introduction into tho House of an amondmont to the British 
North Amcrica Aet which would give tho provinces tho right 
to impose a rotail salcs tax. This provision was thrown 
out by the Senate. The province must have sufficient 
revenue to meet the responsibilities devolving upon it} 
insofar as our government is concerned I want to make it 
perfectly clear that we do not want to get everything, but 
we are not quite ready to give everything. In other words, 
we are willing to sit around a table and sce if we cannot 
work out these probloms to the advantago of all concerned. 

COMMISSIONER DAFOE: Doos not that imply that thore 
should be no division of taxation powors betwoen the 
Dominion and tho provinces, and that it should be a matter 
of discussion between them, aot a matter of law. 

HON. MR. PATTULLO: No, it should bo in the fom of 
a law; the British North Amorica Act should bo changed to 
give the provinces certain rights of taxation. For 
example, we are now imposing a gasolino and oil tax which 
some people say is ultra vires of our jurisdiction, Nobody 
has questioned 1t. “If 1 recald correctiy, the Tucl oil 
tax was thrown out by tho courtse Do you wish any furthcr 
discussion of that, sir? 

THE CHAIRMAN; No, I think you have made your point 
of view quite clear, Mr. Pattullo. You havo just outlined 
a Seo oen tion on which you are prepared to givo and take. 

HON. MR. PATTULLO: That is tho proposal, yes sir. 

THE CHAIRMAN; If you were presenting it seriously, 
that the province should havo an unlimited right of taxation, 
we would like to have a full discussion of it because it 


involves a very large problem. Such a suggestion would 
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affect not only the Dominion and the provinces, but it 
would affect the taxpaycors throughout Canada and wo are 
specially instructed to look into the taxation situation. 
I can quite understand the importance of the province 
being in a position whereby it collects certain taxes, 

as it is now doing, upon which some doubt as to the 
validity of those taxcs may be caste Perhaps the province 
should have further right of taxation, but when it is 
suggested the province should have unlimited rights of 
taxation, it pens up a very much larger question. 

HON; MR. PATTULLO: It was purposely made broad 
because subsequently it may be found necessary to limit it, 
Had the Dominion Government not entered the income tax 
field we would not have had to borrow a single dollar from 
the Dominion. 

THE CHAIRMAN: The difficulty now is, where is the 
Dominion Government to get the revenue with which to 
carry on the services of the country. 

HON. MR. PATTULLO:; Perhaps the Dominion Government 
could collect the nuisance taxes and leavo us the income 
taxs 

THE CHAIRMAN; I am afraid the nuisance taxes would 
not make up a very large item. 

HON. MR. PATTULLO: It all depends upon the work of 
the Dominion Government es they do now collect a sales 
tax, and theycould probably extend it without much 
difficulty. If that field were left to us, we would have 
to collect it. I will read recommendation No. 7: 

" 7, It is further suggested that the debt 
structure of the various Provinees should be 
reviswed so.that conclusions may be reached which, 
while beneficial to all governments, will not tend 
to weaken credit positions or the confidence of 


investors." 
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THE CHAIRMAN; I do not think that is discussed any-~ 
woaere in the briet, is it? 

HON. MR. PATTULLO: No; sir. 

THE CHAIRMAN: Would you kindly cnlarge upon that a 
littlo. 

HON. MR. PATTULLO: Tho idea of that is that the whole 
debt strusturc of the Dominion of Canada, provinces and 
municipalities, should be taken into consideration. There 
came before one of the conferences at which this province 
was represented a2 proposal for carrying out a refunding 
programme. The Dominion Government evolved such a plan, 
but considerations arose which so tied the hands of this 
province that we could not consent to the plan. However, 
we do think the whole mattor of the debt structure of the 
provinces and the Dominion,and the Dominion in relation 
to the provinces as well as the municipalities should come 
under review again. 

THE CHAIRMAN; Let mo ask @ question upon that; so far 
as the question arising in reference to the municipalities, 
is not that a mattcr which the provinces, bcing the 
parents of the municipalities must considere When it is 
taken into consideration by the Dominion, it must be taken 
into consideration as being part of the provincial 
situation. 

HON. MR.MPATTULLO: I think that is correct, sir. 

THE CHAIRMAN; Then the situation as between the 
Dominion and the provinces; is it your suggestion that there 
should be something liko a loan counseiz., such as tho one 
éhey have in Australi2? How would you work out the 
proposition suggested by refunding? If you have any further 
suggestions which might throw light upon the subject, we 
would be very glad to have them. We have had this same 


question presented in two of the provinces, and if we can 
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gct any furthcr light upon it, wo would bo glad to have 
it. 

HON. MR. PATTULLO: I think this would also bo a 
matter for discussion with tho Dominion. fThore aro 
innumerable dotails in connection with it and to say now 
wo favour this plan or that plan I do not bcoliove would be 
advantageous,as a misconception might go abroad as to what 
our contentions aro. 

THE CHAIRMAN : Our aifficulty is that wo have to 
make some report and rocommendation to the government and 
we want all tho help wo Bae eee the provincial governments. 

HON. MR. PATTULLO: I can assuro you that wo are 
very anxious to help you, but we have no idcoa as to what 
is in the mind of the Dominion Govornmont. 

THE CHAIRMAN: We are expectcd to put something in 
their mind. We are oxpectod to make a roport which will 
contain suggcstions, and in that rospcct wo aro anxious 
to get all the assistanco we can. It is admittcdly a vory 
difficult and complicatod subjcoet.e It was suggosted in 
Manitoba that the Dominion should take over such a portion 
of the debt of tho province of Manitoba as would be 
represented by the annual subsidy, capitalizod on * cortain 
basis and that the balancoc of the provincial debt should 
be refunded on a cortain basis. It appearcd obvious, 
at least it occurred to me, assuming you could get the 
bondholders to accept the Dominion Government sccuritics 
for that portion taken over by the Dominion, you could not 
expect the bondholders to accept provincial securitios at 
a reduced rate of interest for the portion remaining, 
unless there was some assurance that the province would 
not get in as bad a financial position in the near future 
as it had before. In other words, if you are to have a 


refunding programme, would there not have to be sone 
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guarantee, if you expect the bondholders to accept, that 
the financial position of the province will not seriously 
detcriorate, not by the existing government doing anything, 
but by 2 change of government. 

HON, MR. PATTULLO: I think all those factors would 
have to be taken into consideration, 

THE CHAIRMAN; You cannot help us any further? 

HON. MR. PATTULLO: I think not this morning. 

THE CHAIRMAN: You want to keep those cards in your 
pocket? 

HON. MR. PATTULLO:; I am not just sure what eards I 
have; I believe they now have a larger deak with eee 
five cards in it. I will now quote from No. 8 of our 
recommendations: 

" 8. Full responsibility should rest upon the 
Dominion for the costs of Old~age Pensions and 
Mothers* Allowances." 

THE CHAIRMAN: Is that discussed inthe Brief? 

HON. MR. PATULLO: Some, but not very much. 

THE CHATRMAN: If that is not to be discussed by 
Mr. Farris, would you give us your reasons for that 
statement? 

HON. MR. PATTULLO: At the present time, the Fominion 
Governmont is paying three-quarters of this cost. Now, 


we have difficulties in the administration of this Act, 

by reason of the people moving about the country. It 
-scems to me when people get along in years~-perhaps, 

they want a change of climate or something--they move 

from one part of the country to the other, This creates 

no end of trouble, but would not be so troublesome if the 


administration of the Act was under one authority. 


THE CHAIRMAN: There would be, no doubt, a number of 
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advantages, from certain aspects, in having one authority. 
There is one difficulty, however, and that it the scale of 
1; ving varies in the different provinces. At the present 
time, the amount of the pension is fixed by the province, 
is it not? ie Dominion pays a definite percentage of 
that amount, 75 per cent. The scale of payments is lower 
in some provinces than in others. No doubt, this is due, 
in a measure, to the Git cenedcesth the cost of living or 
possibi': to the difference in the financial position of 
the provinces, If the Dominion took it over, might it not 
be necessary to apply the same scale throughout the wole 
of Canada, even though the cost of living varied materially 
in the different provincecs of Canada? 

HON. MR. PATTULLO: That might be the case, but I do not 
imagine the amount of the pension would be too much, in 
any event. 

THE CHAT RMAN: The payments scem very small, but the 
agercgatc comcs up to a very large amount. 

HON. MR. PATTULLO: I might say that in all matters of 
this kind, wc will be glad to cooperate with the Dominion 
Government to the full. 

THE CHAIRMAN: Coming to the question of Mother's 
Allowances, is that not purely a provincial matter? If 
2 province dccides it should have this social service with- 
in its boundarics, should the province not pay for EG? 

Why should the Dominion undertake it, some of the provinces 
may not want it? 

HON. MR. PATTULLO: We thought for similar Beasons 
as those which apply to the 01d Agc Pensions. 


THE CHAIRMAN: Thc mothers would not move around so 
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much as the old age ponsioners, would they? 

HON. MR. PATTULLO: Some of them scem to get around 
Wery quickly. isa8il 1 proceeds wir? 

THE CHAIRMAN: Yos. 

HON. MR. PATTULLO: (Continuing, I shall read Number 9: 

"The Dominion should exercise cxtlusive juris- 
diction over Uncmployment Insurance, but it is sug- 
gecsted that beforc any measure is submitted to the 
Dominion Parliament, the text thereof be submitted to 
the Provinecs in order that they may have opportunity 
to makc such representations as may be deemed advisable. 

The Ottawe government, I belicve, is in favour of 
som, form of unemployment insurance, but L understend some 
of the provinces are .not,so cnthusiastics 

THE CHATRMAN: You say, the Dominion should exercise 
exclusive jurisdiction, and’ T° belive you favour the Dominion 
Government meking thc necessary amendment to the British 
North Amcrice Act, to enable the governmcnt to do it. 

HON. MR. PATTULLO: Yos, and I belicve the Dominion 
governmcnt has been so advised. 

THE CHAIRMAN: This qucstion of which form the unemploy- 
ment insurance should tekc, is a question with which parlia- 
ment must eventually deal, but + should think that the 
Dominion would be glad to have any representations from the 
provinces in reference to it. 

HON. MR. PATTULLO: There are a number of factors 
involved, but I think any legislation which might be passed 


under it should be considered with the provinces in order 


to iron out the difficulties. 
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THE CHAIRMAN: There are one or two questions upon 
which I want to understand your position clearly, Mr. Pattu- 
lilo. First, there is an amendment to the B.N.A. Act which 
would give the Dominion the power to deal with this question. 
The Dominion cannot deal with it now until such an amend- 
ment is made. Secmdly, there is the form which the 
insurance bill is to take. Now, it is the form of the bill 
in which you are interested, as I understand it? 

HON. MR. PATTULLO: Before the bill is introduced in 

parliament we would like to consider any suggestions 
which might be carried out. 

THE CHAIRMAN: That is a matter between you and the 
Dominion. So far as we are concerned, the question 
we are called upon to consider is whether there should be 
am amendment to the B.N.A. Act to give the Dominion govern- 
ment the power to deal with such a matter. 

HON. MR. PATTULLO: I believe the last part of that 
is supererogative. I will continue by reading Recommendation 
number 10: 

"Authority should be granted to the Dominion to 
enact legislation to regulate wages, hours of work, 
and conditions of labour, but, in the absence of 

Dominion legislation, nothing should limit the 
present authority of the provinces, nor with the 
enactment of Zominion legislation, the authority 
of the provinces to enact legislation to regulate 
wages at higher standards and hours of work on 
shorter basis, as well as supplementary measures 


concerning conditions of labour." 


I think, perhaps, that measure is not dealt with in 
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the statement by counsel. 

THE CHAIRMAN: I do not think it is. 

HON. MR. PATTULLO: The position taken by our govern- 
ment, is that the Dominion should have the authority to 
set minimum standards across Canada- In this province, 
we have higher standards than those of any of the other 
provinces in the Dominion of Canada, and our people are 
very reluctant to surrender the right to maintain those 


standards. 


THE CHAIRMAN: = can quite understand the hasis of 
your proposal, the Dominion should have the general power 
to regulate wages and hours subject, however, to the right 
of any provinces to reduce the hours and increase the 
minimum wage. 

HON. MH, FATTULLOS Thetis right, sis 

THE CHAIRMAN: Why do you say the Dominion should have 
the power to deal with this matter? 

HON. MR. PATTULLO: I think it would be very helpful, 
In the first place, I think it would be very advantageous; 
we should endeavour to satisfy labour. If you have dis- 
contented labour from one end of the country to the other, 
you have not a sound and healthy position. This is one 
of the reasons wey the province of British Columbia has 
taken up the question, apart from the fact that it improves 
the condition of the individual. If the Dominion did 
exercise this authority, it would improve conditions across 


Canada, Recommendation number 11 reads as follows: 
* The Dominion and the provinces should cooperate 
more fully in matters of education. In Vocational 


-Training, primary financial responsibility should 
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“rest with the Dominion. The Dominion might also 
develop a Bureau of Education: to render generalized 
services in research, statistics, educational surveys, 
and so forth, to establish a more uniform system 
throughout Canada, to be applied or otherwise as each 
Province may determine." 
THE CHAIRMAN: This question of education is very 
important; why do you say that the Dominion should have 
the primary financial responsibility so far as vocational 
training is concerned? Is that not, under modern conditions, 
an essential pert of education in any community, whether 
it be industrial or agricultural? 


HON. MR. PATTULLO: I think the Dominion has taken some 
steps in this regard. 

THE CHATRMAN: THe Dominion has made grants-in-aid, 
but my point is- why do you wish the Dominion to assume the 


primary responsibility? If the Dominion assumed primary 


responsibility, the Dominion would have to control that 
branch of education. Would not the provinces be extremely 
reluctant, in fact some of them entirely hostile, to the 
Dominion government taking control in the field of education? 
You know how jealously some of the provinces regard this 
matter. 

HON. MR. PATTULLO: The provinces should mé@intain con 
trol of education. On the other hand, the Dominion govern- 
ment, at the present time, has assumed a very considerable 
responsibility with regard to placements so far as the 
unemployed are concerned. The Dominion is taking a 
special interest, at the present time, in fitting the 
youth for going ovt into the various fields of endeavour 


and securing a position. I think that is very helpful. 
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Speaking from the standpoint of this province, we think-- 
of course, we have so many coming in here from other parts 
of the Dominion of Canada , every year a lot of the younger 
people come in here and just seem to follow our salubrious 
climate. 

THE CHAIRMAN: That is one of the penalties which 
arises from your natural advantages. 

HON. MR. PATTULLO: It is true that we must pay for 
what we get, but we do not always get what we pay for. I 
‘quote from Recommendation number 12: 

"The Dominion and the provinces should cooperate more 
fully in the matter of health and welfare services. 
Primary responsibility for these services(apart from 
unemployment relief) should remain with the provinces, 
but the Dominion ee ee a general obligation 
to assist the provinces in the performance of these 
fumetions. In particular, the Dominion should perform 
technical services such as research, statistics, 
publicity, and planning of general value, and to give 
grants-in-aid to support significant services.” 

THE CHAIRMAN: I just want to ask another question 
about Recommendation number 11, before we deal with number 
haw You say, "“TheDominion may also develop a Bureau of 
Education to render generalized services in research, 
statistics, educational surveys, and so forth, to establish 
a more uniform system throughout Canada; what is that 
‘more uniform systcm," intended to apply? 


HON. MR. PATTULLO: I think, probably, it would be 
a good idea if I had my colleague, Dr. Weir, illustrate 


that point more fully. 


5 
Laa8 


9 \fetn , 
a 
j 


are ree ae 
Aa rel te page ae ‘oh Be i 
Pieeee 4 ae : ee a VW 
. ane ; sien x ¥ be ni iit * Hl GANS ‘ af Set) 
ee 


4 atecoqgoos + hae gebaly waa 
; eHeotV1e8: etat ier S06! bes, bo. sotto 1, Hi } f i 
poet dtaqe) aeoiv ros: eee ah eet RCT en ee 

Poa ivor, ont Ae bey ier bios (tetas es “ar 
Holts! £00 Larcoitay. dt ini: | 


yeeens to. edraaratxeg, ae ake smomnvong nit retowae oa 2 em a 

pire: Bidets absmnaed eit stetvaiting eee 

sotto Leohatiests | | 

ares oe ia  eoOLay Let aen, ke" sutawele sae enebeden: ” 

“oe t ido tyian treat haga srogwus- of Stheadmedneeg id 
ao ttasdy teddone Bee a8! gunn: feat 2 TiWALatG ‘mite 


paienshats, ipo pee Mowe, 


Rodin dety aes ow ead 6 i iho.t? 2bcrommooee sued. 
to deem « ghisver ovitt vietu coindmottech® tex wok | St 
gtloreeett: ait sects Posi letegag Leouar ot unt tena 
Hei tspive oe radi Oe Dae? eepevisa taasz¥sevoe antitertene 
dade et tery nt (OD RRS: PONTO’ Ae edo: saparenS Lesatt S1Om 8 
lage! Of hetiiovad "myioie seni mus smn 

ou sitatily = a vation saat x UNAS sil WOR. 
Oo eTFeoL Ly CE, EE Ee ‘po bea = tt) satli boon 2 


4852 


HON. G. M. WEIR: (Minister of Education): The service 
referred to there is purely of an advisory character. 

You may remember that about twenty years ago at a meeting 
of the National Council on the character of education, at 
Winnipeg, this matter was discussed. I refer particularly 
to the establishment of a burea of education similar to 
the bureau in Washington, under the Department of Agri- 
culture. The chief function of that bureau would be the 
collection of statistics, amd it would serve as a deposi- 
tory for educational statistics. It might be desirable 

to introduce a more uniform system in school accounting, 

THE CHAIRMAN: In school accounting, did you say? 

HON. MR. WEIR: Yes, so we could make more reliable 
comparis.ns between provinces on matters of educational 
finance. It would be a purely advisory body, of a tech- 
nical and scientific nature. It would extend the scope 
of the Bureauof Statistics and apply that type of work to the 
larger field of education. This service would be available 
to such provinces as cared to use it. This was made the 
chief objective you may remember your Lordship, at the 
annual conference on the character of education at the 
Winnipeg meeting. We realize there is difficulty in funding 
such a body; it may have to be funded by private enterprise, 
or private endowment. I am not certain whether Dominion 
funds would be available for such a purpose. We struck 
a snag back in 1919-20, but we have not given up hope. 

THE CHAIRMAN: Faint, but pursuing, I suppose. 

HON. MR. PATTULLO: I think I did read Recommendation 
number le, your Lordship. This Recommendation is dealt 


with more fully by Mir. Farris in the Brief. 
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THE CHAIRMAN: It is dealt with more fully there, 
is it? | 
HON. MR. PATTULLO: A good deal of information is 
given in the Brief, 
HON. MR. FARRIS: Might I suggest, Mr. Chairman, 
in some of these matters it might be advisable if Mr. Pat— 
tullo stated matters as briefly as possible, and then you 
could question him on these matters afterwards. 
THE CHAIRMAN: ‘ve will leave this until the end, 
HON. MR. PATTULLO: I quote Recommendation number 13: 
"The Dominion should take the lead in obtaining 
uniform residence rules for every province in Canada, 
and should assume full responsibility for health 
and welfare services to those persons who do not have 
residence qualifications in any one province in 
” 
accordance with rules established." 
THE CHAIRMAN: That is not taken up in the Brief? 
FON. Mie Pa UTULLO: No. ft think not. So far as 
British Columbia is concerned, we have people coming in 


here by the thousands. They become destitute even a few 


weeks after they are here, but under the rules and regu- 
lations of this province, we cannot give them relief. 

This creates a bad impression on the public's mind. On 

one occasion we had sixty of these people thrown into 

jail at one tim for"panhandling". We should have regular 
rules covering this matter. After a man is a year or some 
definite length of time in € province, he should be granted 
residence, otherwise he should be a charge upon the province 


from which he came, 


THE CHAIRMAN: If a resident of one province who is 
not in a position to maintain himself, moves from that 
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province and goes to mother, his unemployment relief should 
be charged against the province from which he came. You 
have, at least I know we have in Ontario, a provision in 
connection with relief where a resident moves from one 
municipality to another, the cost of that person's relief 

is charged back to the municipality from which he came, 

HON. MR. PATTULLO: Yes, and that should maintain 
across Canada. It can only be done, I think, by establishing 
residence rules, As a matter of fact, locally, we have 
established rules with regard to municipalities by local 
legislation. 

THE CHAIRMAN: Of course, the Dominion could not do 
that, establish residence rules which would govern a 
province, unless the Dominion had general jurisdiction over 
unemployment. 

HON. MR. FATTULLO: The following section says that 
full responsibility should rest upon the Dominion govern- 
ment for unemployment relief. At the present time we are 
carrying out the administrative end of it. The Dominion 
is contributing towards it, but we do not know, even now, 
exactly what the Dominion will be doing next year. 

THE CHARRMAN: That will be discussed by Senator Farris, 
I understand that comes up in your Brief. If it does not, 
we would like a very full discussion of it now. 

HON. MR. PATTULLO: This subject is rather a matter 
of policy between the Dominion and ourselves. I hope you 
will not mind my having taken advantage of the occasion 
to accentuate the importance of this matter in the minds 


of the people. 


THE CHAIRMAN: You think this is a good forum in which 
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to present it. 

HON. MR. PATTULLO: I appreciate very much the appoint- 
ment of this Royal Commission. We try to get a specific 
commission for British Columbia, and we were so promised. 
However, the larger question came up and there came an 
agitation for a general commission with a wide scope 
in which we concurred. I will continue the reading of our 
Recommendations by reading number 15: 

"15. In connection with unemployment relief 
many public works of necessitous nature could be 
undertaken to meet public requirements. This 
would provide immediate work for many thousands, 

16. The Dominion should share equally with the 
Province the cost of all Trans-Canada Highways, as 
well as primary feeders. Roads leading to National 
Parks should be the sole responsibility of tle 
Dominion." 

THE CHAIRMAN: Why do you say,"The Dominion should 
share equally with the province the cost of highways"? 
Highways within the province are the primary responsibility 
of the province and the municipalities. 


HON. MR. PATTULLO: Yes, sir, but we have particularly 


in mind the Trans-Canada Highway, leading between here 
and Alberta, right across Canada. This work is being 
carried on on a fifty-fifty basis, and has been so carried 


on, I think, for the last three years--two years. 
THE CHAIRMAN: How much is yet to be completed of that 
highway? 


HON. MR. PATTULLO: Continuing at our present rate; 
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it will take a lifetime. 

THE CHAIRMAN: By that time, Canada may be rich enough 
to pay for it. 

HON. MR. PAZTTULLO: It may be, but if we get into 
a war, we will not, 

THE CHAIRMAN: “Roads leading to national parks," why 
should a road leading to a park be a@ .Dominion responsibility? 


Is that not a recreational advantage, an advantage to 
tourists? 

HON. MR. PATTULLO: Beyond all doubt, there are ad- 
vantages accruing to the province. An incident occurred 
in connection with Banff Park, comparatively recently, 

I think it occurred under Mr. Bennett's government. The 
government was very anxious for the province to contribute 
an amount of $400,000. to build a certain roadway to 

Banff Park. Under conditions then existing, with settlers 
demanding roads and highways all over British Columbia, 
the legislature would not vote the money for a matter of 
that kind which was going to benefit a part. 

THE CHAIRMAN: It would not benefit the part, but 
it would benefit the people who desired to see the park 
and encourage the tourist trade. 

HON. MR. PATTULLO: The Dominion government administers 
the park and the advantages would accrue to the Dominton 
government. As a matter of fact, the roadway to which I 
have made reference benefits the province of Alberta as 
well as ourselves. We were to share fifty-fifty in that 
work. This province was supposed to vote a large sum for 
a matter of that kind when, in a province as far-flung as 


this province ‘s,it takes every cent to go around. 
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THE CHAIRMAN: I suppose the real question was whether 
such an expenditure would result in increased tourist 
traffic? & number of your own minlwere as well as others 
use the park and this might bring you a compensation equal 
to the expenditure, in some measure. 

HON. MR. PATTULLO: I might say in connection with 
the Big Bend road the Dominion government is bearing the 
whole cost at the present time. 

THE CHAIRMAN: That is a relief project, is it not? 

HON. NR. PATTULLO: Yes, it is an unemployment relief 
project and has been going on for some time. I think the 
Dominion government might well undertake these works and 
finish them cxpeditiously. As it is now, we"putter along*® 
and spend $40 or $50,000, then when it is finished, we 
have to start all over again. In the meantime, we have 
not had any of thc advantages accruing from the tourist traf- 
fic. The Dominion govcrnment could take care of the 


unemployment problem and at the same time be doing some- 


thing for the country. 
THE CHAIRMAN: Where is this Big Bend road? 
HON. MR. PATWULLO: The other side of Revelstoke. 
THE CHAT RUAN: And to what points does it run? 
HON. MR. PATTULLO: Golden and Revelstoke; it is a4 


very cxpensive piece of work as it is all in the mountains. 
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HON. MR.PATTULLO: I will read No. 17: 
17. "The policy of assistance by the Dominion in 
the matter of the construction of roads to 
encourage development of the mining industry 
has been very beneficial and should be continued 
as a permanent policy." 
that, Of course, 1s 'a matter of policy. Also, I might sa. 
that they were contributing three dollars to our one to 
encOurage the mining industry, and it was certainly a very 
great benefit to this province, and I think the Dominion of 
Canada as a whole. 
"Work of the Geological Survey of Canada in British 
Columbia under provision of the B.N.A.-Act has been 
of great value to our mining industry. This work 
should be continued more aggressively, with a minimum 
of not less than twelve full geological parties per 
annum in this Province". if 
Jur mining department say that the wot K which has been done 
has been exceedingly advantageous, Sur it has been going along 
too slowly. At the present rate it will be a couple of 
hundred years before we get through. Under the terms of the 
B.N.A, the geological survey work was to be carried out 
by the Dominion Government. It is very necessary that we 
should be able to encourage prospectors. Right at the present 
time we are endeavoring to teach the youth of the country 
to go out prospecting, and so forth, and we should be able 
5 advise them the manner in which they should proceed. 
THE CHAIRMAN: What section of the Act is it which 
deals with t hat? 
HON. MR.PATTULLO: I will give that to you after 
dinner. We are not finding fault with the work that has 
been done, but we are suggesting it should proceed more 


rapidly in order to carry out the terms as doubtless origina- 
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liy intended. 

THE CHAIRMAN: May that be a special provision under 
Which British Columbia came in, or is it a general 
provision? 

HON. MR.PATTULLO: I think it is a special provision, 
Sir. 

COMMISSIONER DAFOE: I understand that Manitoba made 
a special arrangement with the Dominion that it would 
continue the geological survey when they took over the 
natural resources, and I think the same arrangement was 
made with Saskatchewan, which would suggest that there is 
no general provision in the B.N.A. Act, but it may well be 
in the Act of Union between British Gerunbia and Canada. 

YON. MR.PATTULLO: I think that is the case, sir. 
Twili read No, 16! 

18. “While it is maintained that a moral obligation 
rests on the Canadian National Railways to absorb 
the Pacific Great Eastern Railway within its 
system, it is suggested that the two national 
railways should absorb this system by agreement." 

That is dealt with very fully in the brief. 
19."The financial position of the Municipalities is 
of major importance and any conclusions reached 
respecting sources of provincial revenue must 
take into consideration provision for enabling 
the Municipalities adequate to function within 
the measure of their jurisdiction," 
As suggested by your Lordship, that would be a matter of 
arrangement between the Dominion and the Province; the 
Province having to look after the municipalities. 

THE CHAIRMAN: In this province, as I understand it, 
Mr. Pattullo, the number of municipalities is limited; that 
is, ee are very large areas in which you have no 


municipal organization. 
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HON. MR.PATTULLO: Yes. That is one of the reasons of 
the high cost of government in British Columbia, - we 
have Such a large portion unorganized, and administered by 
the province. 

THE CHAIRMAN: Could you define in a general way the 
extent to which it is organized and unorganized, 
respectively? 

HON. MR.PATTULLO: My colleague says 99% unorganized. 
I was. going to say about 95%. 

THE CHAIRMAN: 99% in area, how about in population? 

HON. M&R-PATTULLO: Of course, in population it is 
quite different. The bulk of population is around 
Vancouver and here. 

THE CHAIRMAN: Take the rural areas, how far are the 
rural areas, taken from the standpoint of population, 
under municipal organization, and how far unorganized? 

HON. MR.FARRIS :There will be some detailed information 
given you on that later, my Lord. 

HON. MR.PATTULLO: Then, No.20: 

20. "Oriental immigration into Canada should be 
prohibited upon grounds of ethnological differences 
of race, and as many Orientals as possible should 
be returned to the land from which they came", 

This is a question to which I haves already made reference, 
and your Lordship won't mind my just making an observation, 
for this reason: The people here are very much wrought 

up; they look upon it as a menace. If the Eastern 
provinces had the same percentage of their population 
Orientals as has the Province of British Columbia, and 

if they had the Orientals asserting themselves in every 
line of endeavor, and controlling for instance, market 
gardening, - controlling the output, amd so forth, with 


their lower standards of living, they would indeed be 


on a Hie 


D Ae 
7 ro { 
on és ae ae 
Pe a. On 
4 P 
8.9 A 


sits os THT wort eens. Logue ouie wae he 
| ROLTalugadg:. Fo sabogounts alt fina, sp ano, tam 
. Shea gagroray 0? (wad bits in} tam hang 0 teqiotagm webs 
Hetvasrotst Solisteb emoe ed {fiw enor: SRAM. sat OR | 
shrol ym (feted, teat, MO. Boy gevdg 
| 108.0% Seg? ; ALIAS, fe ra 
of bias “anes pdet soltengient iatdesao" 08 
Oe TotT Lp Lavdgot anes xo bruors som bodidisorg ta 
Aivota oldsue og ae aladaetyd Nabe Bs Aes, xenon 20 
«ONDE . Keay Ha Lsiw post avi ett (od bewsuton od 
otetetor shen. yosowls even I dandy ot: doletoup & Bs ela? 
ptoitsviesdo ae-sotuem demt yu Sando aw gidessod, ZHOY Arty 
tigquow; moat ytew, sug egad, sigoeg. out pdosnes ahd 70% 


fie de wa ant tf “se datoW a ioe ae foqu aeat yentt iq 
aolislugog.. thadd, To. App icooteg omge ai? Dae soogtvorg 

. one. sid fo0. dade int Re sosivord silt Sah Bs pleduetx0 
‘eave mt sexloemett gulsipoes alatmets® gilt bed youd xt 
terlaem .gosedent 7O% amb Lota, bas «fovachne to got 


dt ty. _tiites0 % on, Mts. gtagto. ants aakifortaos - _ «patcotrag 
od heobat bivow yest aia te, me 


rae bah 


4859 


very much aroused. The question is not fully understood 
there. As a matter of fact, I have already taken the 
matter up with Ottawa, and I am glad to see that Ottawa 
has appointed a board, or commission, to investigate the 
question. Allegations have been made that there has been 
"bootlegging "of Japs ,- Japs coming in here who are not 
entitled to be here. That is going to be investigated, 
and I presume if that is found to be the case those 

Japs will be deported. 

THE CHAIRMAN: You will recognize, Mr.Pattullo, 
that is beyond our jurisdiction. It is a matter of 
Dominion Government policy, involving relations with Japan 
and China, as well as domestic problems. We are not 
competent to make any finding on it. 

HON. MR.PATTULLO: I hope your Lordship will not 
take umbrage at my making these observations. I believe 
there is some organization, who have strong feelings upon 
this subject, made certain representations to your 
honorable body; that it would come before the terms of 
the commission on the basis of national unity. 

THE CHAIRMAN: -. It is purely a question of Dominion 
Government policy and international relations, and, of 
course, involves questions of great perplexity and 
difficulty. 

HON. MR.PATTULLO: I will read No. 21: 

21. While it is felt that the Dominion should assume 
full responsibility for the Doukhobor problem, 
our Province suggests co-operation upon a basis 
of joint responsibility. 

There are some 12,000 Doukhobors in this province, mostly 
in the southern interior, and they create havoc. According 
to their extraordinary beliefs - let me say some of them 


are excellent citizens, and industrious, and so forth, 
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but a very large proportion of them do not want to send 
their children to school; they do not want to comply with 
laws, such as in regard to the registration of births, 

and so forth. And when the laws are invoked they start to 
burn down school houses and terrorize the community, and 
then in order to express or indicate their disapprobation 

of the enforcement of the laws of this province they indulge 
in "strip tease", both male and female. The situation has 
become intotherable. 

THE CHAIRMAN: Of course, you will recognize that is a 
question beyond the scope of our inquiry. 

HON. MR.PATTULLO: No. 22: "It is suggested that the 
inspection of fruits, vegetables, honey, and bulbs 
for both domestic and export sale should be entirely 
under Federal jurisdiction. 

23. "Supervision of the disposal of elevator grain screen- 
ings, either whole or crushed, should be a Federal 
responsibility. The Provincial Department should 
report to the Federal Department on the suitability 
of the feed lots of farmers who may apply for screen- 
ings for livestock feeding." 

THE CHAT RMAN: Mr.Pattullo, No. 22,"The inspection of 
fruits, vegetables", and so on, that is part of marketing, 
is LG mG. Dmean, what is tus opject’ of “thet? Ts itv in 
order to insure that certain standard qualities shall be 
placed upon the market? 

HON. MR.PATTULLO:Your Lordship, in order to give the 
most definite information I am going to ask my colleague, 
the Minister of Agriculture, to reply. 

HON. MR.K.C. MacDONALD, Minister of Agriculture: 

It is a Dominion regulation: the Dominion regulations which 


are enforced by Dominion authority, but owing to court decisions 
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the question has arisen as to whether they can come into 
the province and have their officials operate in matters 
that are provincial, within the provinee. Now, what we 
are suggesting is in order to prevent overlapping, that 
they should take full responsibility to carry out their own 
regulations so far as grading and go on @4f concerned. 
What we do now, - or what we have attempted to do in ow 
last session, was to pass legislation using the exact 
language of the Dominion Act for provincial purposes, and 
then turn around and appoint the provincial inspectors 
under our Act, in order that they can operate both ways. 

THE CHAIRMAN: How can you deal effectively with the 
question of grading except as part of the marketing plan? 

HON. MR. MacDONALD: It is outside marketing. Grading 
regulations are laid down by the Dominion Department of 
Agriculture, which makes it necessary to have these standard 
grades before they can be offered for sale. 

THE CHAIRMAY: But as you say, by reason of recent 
decisions there may be some doubt as to the validity of it. 

HON. MR.MacDONALD: The only reason for that suggestion 
is to prevent overlapping of jurisdiction. Thesuperior 
power, once they legislate in these matters which we are 
dealing with --- 

THE CHAIRMAN: Of course, ifthe Dominion had jurisdic- 
tion over marketing such as I recollect this province 
contended the Dominion should, why then, it undoubtedly 
could deal with grading. I know theyhave been doing a 
great many things, and it may conceivably be some of these 
things can be justified under agriculture, although it is 
a doubtful field. But that, at least, is what you have in 
mind, Dr. MacDonald? 


HON. MR.MacDONALD: Yes. 
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THE CHATRMAN: Thank you. What is meant by this: 
"Supervision of the disposal of elevator grain screenings"? 
At the present time the Dominion has jurisdiction over 
elevators by virtue of her declaration as to the general 
advantage of Canada. Does the Dominion legislation not 
cover the disposal of screenings from the elevators? 

HON. MR.MacDONALD: Yes, it does so far as the 
percentage of noxious weed seeds is concerned, that may be 
contained in the screening, but we, on the other hand, 
are compelled to say how these things should be handled 
in the Province. The Dominion Government have their 
officials inspect and prosecute under their Act, and we 
have to say where these Screenings can be put. Why we are 
suggesting this is in order to prevent overlapping between 
two departments. When they have 95% of the jurisdiction 
they might as well take the other 5% and deal with it. 

THE CHAIRMAN: Are you willing they should be given 
the jurisdiction to cover the other 5%? 

HON. MR.MacDONALD: Yes. 

HON. MRePATTULLO: Then, No. 24: 

e4. " In order effectively to control the marketing of 

commodities produced within their respective 
boundaries, the provinces should be given 
complete control of the packing, storing and 
transporting within their boundaries of 
commodities intended for Interprovincial trade." 

THE CHAIRMAN: Mr.Pattullo, is that not just the 
reverse of the position you have taken in the past before 
the Privy Council and the Supreme Court on the Marketing Act? 
I would like you to give us your reasons for that. 

HON. MR-PATTULLO: If you do not mind, your Lordship, 
I am not admitting that I cannot explain it, - because this 


matter has been before us 87 often, being one of the most 
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important and difficult matters with which we have had to 
deal, but my colleague, Dr. MacDonald, would feel very 
jealous, and I am going to ask him to reply to your Lordship. 
HON. MR.MacDONALD: Your Lordship, the situation today 
by a iptaeoe the decisions of the courts, as I understand 
it, is that the province can only utilize direct taxation. 
When we attempt to levy for the cost of merchandising, - 
commodities for marketing, it has been found that it is 
indirect taxation, and we have had to resort to a form of 
license. It is presumed to be within the jurisdiction of 
the province to collect revenue by way of licenses, which 
is a most cumbersome thing. For instance, in regard to milk, 
we were attempting to collect a merchandising charge under 
the guise of a license. and you have to spread it over the 
number of cattle, and so on, and then if you do so on the 
production of the past you are again encroaching upon 
indirect taxation. What we would suggest is, that if the 
province is to be permitted - as I believe they should be 
permitted, - to control the merchandising and marketing 
of its products, which is produced within the confinesof the 
province, then they should be put in the position where 
they could do it most efficiently, and where they can utilize 
indirect taxation for the purpose of merchandising cost. 
It does seem to me to be logical, if we are to establish 
merchandising boards, - we cannot doit for nothing, - there 
must be a charge, and that charge should be in the most 
reasonable and available way possible, 

THE CHAIRMAN: The effect of your proposition is, to 
enable you to deal with interprovincial trade? 

HON. MR.MacDONAID: Your Lordship, from the layman's 
point of view, I take this attitude; that surely these 
commodities, while they are products of the province, are 
products over which we are supposed to have control, and 


to have the right to say how they should be merchandised, 
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and so on. 
COMMISSIONER MacKAY: Mr. MacDonald, are youdiscussing 
trade within the province or trade between provinces? 
HON. MR-MacDONALD: I am coming to that. In the 
process of controlling these commodities within the province,-- 
THE CHAIRMAN: It is commodities intended for inter- 
provincial trade? 
HON. MR.MacDONALD: The intention is to control 
the commodities that we produce here, in order that we 
may get the cost of production back to the man on the land. 
Without it, there is no possible chance of his existing, 
If you say because of the impediment to interprovincial 
trade, that someone may come from another province into 
the province of British Columbia and enter into some 
agreement with somebody here, ~~ 4 deal is made with 
and thereby 
somebody in some other province,/ you cannot control 4 
commodity, your market is simply broken overnight. 
THE CHAIRMAN: -3 not the solution the one 
for which British Columbia contended before the Supreme 
Court and the Privy Council? Namely, that the Dominion 
should have power to enact marketing legislation which would 
enable the scheme to be set up constitutionally within the 
province, and deal with domestic and interprovincial, 
and foreign trade if necessary. 
HON. MR.MacDONAID: I think we are quite prepared 
to acknowledge,- if the Dominion Government is prepared to 
take that responsibility, - well and good. But surely we 
cannot be sacrificed because several provinces in Canada 
do not see things eye to eye. 
THE CHAIRMAN: Your point then, as I understand it,- 
and I can quite appreciate it,- if the Dominion does not 
acquire the jurisdiction and will not enact suitable avkeeiaa 


legislation, British Columbia should be put ina position 
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where it can enact adequate marketing legislation. 

HON. MR.MacDONALD: That is our position, 

HON. MR»PATTULLO: No. 25: 

25."The authority of the Dominion with regard to 

bankruptcy laws should be restated. Under a decision 
of the Privy Council with regard to the "Farmers! 
Creditors Arrangement Act," the Dominion has set up 
a body which can not only review contracts as 
between individuals. but can review contracts of the 
Crown in right of the Province. Provincial laws 
exist in which provision is made for the basis upon 
which Crown resources may be alienated. A body set 
up in this Province by the Dominion is exercising 
authority to alter the terms of cmtracts made 
between.the Crown in right of the Province and 
private individuals, and to impose new terms. It is 
an anomalous situation that a contract between the 
Crown in right of the Province and a farmer, entered 
into under Provincial legislation, can be altered by 
a body appointed by the Dominion Government", 

I do not see,how the Government of the day could ever 
conceive such legislation under the terms of the bankruptcy 
laws. I do not see how the Parliament of Canada could ever 
be induced to pass it; and I do not see - I say it with 
respect, - how the learned Lordships of the Privy Council 
could make such an extraordinary decision such as they did 
make in respect to this measure, 

THE CHAIRMAN: Well, you see, whether we can conceive 
it or not, all those things have happened. 

HON. MR.PATTULLO: Yes, they have. 

THE CHATRMAN: All along the line in that case. 

HON. MR-ePATTULIO: Certainly, if this is good law - 


and apparently it is the law, - if they can make it applicable 
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to farmers then thoy can make it applicablo to everybody 
elsc. Our legislatuz: passes laws and lays @own the terms 
on which we can alienatc, under this Act, the Crown lands, 
and so forth. Our Government has exercised through the 
legislature, - brought about the power and exerciscd that 
power from time to time, to reduce the obligations of 
farmers to the Government. Why is the Crown, in the right 
of the province not just as capable of mecting this situation? 

Our Minister of Finance has to base the estimates on 
the revenue that may come in. This body comes out from Ottawa 
and they say "Oh no, you do not hive to pay that, you do 
not have to pay any interest; we will cut down the principal 
50% and we will extend the balance of payments over twenty- 
five years at so much a yer, without interest." 

THE CHAIRMAN: The board here is a British Columbia 
Board, is it not? The members are from British Columbia. 
Of course the complaint you are making, Mr.Pattullo, is the 
same complaint as that of scores of mortgagees and owners 
of lands who sold out under agreements of sale throughout 
Canada. On the other hand there are those who think it is 
a most beneficial measure, to protect people who have cither 
purchased or given a mortgage, from being deprived of their 
equities. It is not for us to express any opinion on the 
wisdom or lack of wisdom of the law. 

HON. MR.PATTULLO: The represontation wo are making 
now is that the British North America Act should be 
clarified to put it bcyond any peradvonture. Certainly a 
measure between individuals is different from a measure 
between the Crown and individuals. 

THE CHAIRMAN: Of course, a much simpler mcthod of 
dealing with the proposition, if your submission is one 
that should be given cffcct to, would be simply to amend 
the Farmers! Creditors Arrangoment 4#ct so that it would not 


apply to Crown dcbts. 
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HON. MR.PATTULLO: Of course, we made representations 
of that character, but they were not accedoc to. I think 
the principle involved is an important one, because if they 
can pass acts in relation to farmers they can pass acts 
in regard to any one. Where We do not know the amount of 
money we are going to get in at all, the Minister of Finance 
won't be able to balance the budget. 

THE CHAIRMAN: Can you suggest how the questions 
regarding bankruptcy and solvency should be clarified? 

HON. MR.PATTULLO: I would think so. In this next 
clause Il have here I say: 

26. "Jurisdictions now in doubt should be placed beyond 
question so far as language may be able to attain this 
end," Ithink it should be clarified and put beyond the 
question of doubt. 

THE CHAIRMAN: Mr.Pattullo, have you any other clauses 
in mind when you refer to this paragraph 26? Are there 
any other sections of the B.N.A. Act other than this 
bankruptcy and insolvency which you think need clarification? 

HON. MR «aPATTULLO: I would not say offhand, but I 

think in matters of taxation; for exanple, such as the 
gasoline tax, referred to formerly, I believe some briefs 
will be submitted also later by a few departmental officials, 
especially in regard to insurance laws, and so forth. 
I have been here approximately twenty years, and from time 
to time these questions are arising, as to misunderstanding 
and misinterpretation. 

THE CHAIRMAN: I know they are, and I wondered if 
we might have the benefit of the particular clauses you 
had in mind. 

HON. MR.PATTULLO: Before the conclusion of the 
sittings of the Commission I will have that looked into in 


detail. I might also say : "While there are other matters 
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of much importance, they are questions of policy as 
between the Dominion Government and this Province, 
rather than subject-matter for consideration by your 
Royal Commission.” 

That may not be germain to the matter, but I think 
perhaps it is a matter of interest to the Commission. You 
might rather wonder what those matters would be. Well, there 
would be such matters, for example, as extending the 
boundaries of British Columbia to include the Yukon, also 
the Mckenzie Basin; also the construction of a highway through 
British Columbia and the Yukon to connect up with Alaska. 
Those are mattors of major importance, and I frankly say to 
your honorable body this morning that this document will go 
across Canada and before the people of British Columbia as 
well. I always think it is well to take the public into 
your confidence; I have always found it helpful to the 
Government, and, I think it will be helpful to your Commission. 
In closing may I say this: 

"I feol assured that if the Provinces and the 
Dominion approach the outstanding issues in a spirit 
of mutual good will and a determination effectively 
to meet the problems confronting us, results will be 
of lasting benefit to all the Provinecs of the Dominion 
and to Canada as a whole." 
I want to accentuate, if I may, the necessity of 
the Dominion and the Provinces not getting into 
squabbles, not doing anything in the interval that is going 
to create misunderstandings from which there will be difficulty 
in recovering. It secms to me that they should approach it 
in that spirit, and I am sure your honorable body, when you 
come to render your advice, will exercise that spirit. 
THE CHAIRMAN: Thank you, Mr.Pattullo. Before we come 
to the next point may I cxpress, on behalf of the members 


of the Commission, our appreciation for your very 
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cordial welcome, Mr. Prime Minister. It is very pleasant 

in this month of March, to come to a land of flowers and 
Sunshine, and we are able to appreciate some of the natural 
advantages of the British Columbia at the present time. 

You have spoken of the special position of British 
Columbia. I assume that that question which will be fully 
developed in Senator Farris' brief, relates to the present 
subsidy of $750,000 which has been voted as an interim 
subsidy for three or four years, and the problem there 
invdved is whether that should be made a permanent subsidy 
or whether it should be increased or, I suppose, diminished. 

HON. MR.PATTULLO: Your Lordship, I had no thought in 
mind that the question would arise as to whether it would 
be made permanent, because we never had any idea it would 
ever be reduced. butit was upon the terms and condtions 
under which British Columbia entered from the very commence- 
ment. 

THE CHAIRMAN: I suppose it frequently happens, does it 
not, Mr.Pattullo, in the case of all provinces, that when 
anything is given as a temporary matter it generally ends 
in being a permanent matter. Thank you. 

Then, Senator Farris. 

HON. MR.FARRIS: Mr.Chairman, and gentlemen of the 
Commission, you have a copy of the brief on which I will 
base wy remarks. As a matter of fact, Mr.Chairman, I think 
I will almost entirely read what is here, with such 
amplification as I may find necessary or your questions 
may suggest. 

"The major problem for consideration by the Commission 
is the financial relationship between the Dominion and 
the Provinces. This subject may be considered in three 
divisions: - 
| One: The subject of a general revision Dominion- 
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Two: The rights of individual provinces for particular 
consideration; 
Three: Emergency or tanporary assistance necessary 
for any proYince from conditions imposing an 
obligation on Canada as a whole. 
In presenting the case for British Columbia, Divisions 
One and Two only need be considered. 


First Division 
General Revision 


British Columbia joins with other provinces in assert- 
ing the need for a general revision or re-arrangement 
of the financial relations between the Dominion and the 
Provinces. 

It is submitted that the scheme of Confederation 
providing for the financial arrangement between the 
Dominion and the provinces has broken down and its con-- 
tinuance without modification is not practically 
possible. The reasons for this condition are: - 

One: The duties and functions of government of the 
provinces have increased far beyond what was in the 
mind of any one at Confederation. The increase of these 
duties and functions has placed financial burdens on 
the provinces out of proportion to the grants provided 
and the taxing powers conferred on the provinces by 
the foderation scheme. 

This fact can be established both by a reference to 
the speeches made by the public men of Canada at the 
time of Confederation, and by an analysis of financial 
statements of the provincial governments from 
Confederation to date, showing the increasing 
financial burdens on the provinces and the ever- 
increasing new services which they have been called upon 
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Now, I have given a reference to part four of the 
general brief that has been filed, and I may say this, Mr. 
Chairman: That of these allegations in aart One we get 
emphasis from the development of part two, and to save 
repetition I will not go into details, but take this 
question of services, that will be referred to in detail 
when we consider the position of British Columbia. 

In fact I would take it it is almost superfluous at this 

time to stress the fact that, generally speaking, the field 
of services rendered by the Province has grown away beyond 
what was conceived or thought of at the time of Confederation, 
and certainly when we examine part four of our brief that 
will become more evident. 

Two: "The provinces have not only assumed new duties 
and functions, but they are loaded with obligations 
in connection with unemployment, which it is 
submitted has now attained proportions of nation- 
wide gravity and properly should fall on the 
Dominion as a whole." 

I argue that under the next division of our case. It really 
Pabis under both divisions, but it is only needed’ to be 
argued once. British Columbia has a special claim in this 
matter which will be submitted later. 

THE CHAIRMAN: Perhaps we had better leave it over until 
you come to discuss it. 

HON. MR.FARRIS: Yes, I would like to discuss that 
later. 

Three: "There has been no provision either in 
increased grants or in enlarged powers of taxation 
adequate to meet these new burdens. Increased 
grants have been made, but not on sound principles, 
or in sufficient amounts, The taxing pcwers of the 


provinces not only have not been broadened, but in 
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effect they have been seriously curtailed." 

What Mreferto there, and which will develop later, 
is the question of the field of taxation. 

"Both these subjects, that of grants and of taxing 
powers, require separate consideration. This will be 
given in more detail in Division Two as applicable 
to British Columbia, but are here outlined in general. 

Federal Grants to the Provinces 

At the time of Confederation only four provinces 
were involved: Ontario, Quebec, Nova Scotia and 
New Brunswick. The problem at that time was less 
complex than now, yet it is reported that the pre- 
confederation discussions of this question threatened 
to wreck the ¢gonference. 

The Provinces were surrendering the duties of 
excise and customs, which were their main sources of 
income. The Dominion was assuming the debts of the 
provinces and all functions of government believed to 
be national in their scope and character. The scheme 
adopted was to adjust the debt assumptions and to 
provide enough money for the provinces to enable them 
to carry on their local governments at the then 
estimate of what the costs would be. 

This scheme had three provisions: - 

(1) The device of debt allowances; 

(2) A yearly grant of 80 cents per capita to each 

province on the basis of the then population; 

(3) Exceptional or special grants in certain cases. 

These provisions were arrived at for the purpose of 
meeting the then financial need of the provinces and 
the political exigencies of the moment. They had 
within them no capacity for selfsadjustment and no 


possibilities for meeting new conditions. They met 
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the need of the hour; they helped to bring about 
Confederation - the future must look out for itself. 
In less than three years legislation was passed by 
the Dominion granting to Nova Scotia an additional 
subsidy for ten years, beginning as of July 1, 1867. 
This has been described by Maxwell in his book on 
Federal Subsidies as the 'first assault upon the 
financial terms of the B.N.A. Act'. It would have 
been more correct if Professor Maxwell had said: 
'So soon was it indicated that the financial scheme of 
confederation was not accurate in its computations 
and had within its provision no powers of self- 
adjustment!," 
I may at a later point of this submission 
quote - which probably has been quoted before to this 
Commission, -'the remarks of Sir Charles Tupper, 
contemporaneous with Confederation, as to his conception 
of how necessary it was that further readjustments had 
tO De made. Thats und later in this briel. 
"From 1869 to the present, many changes have 
been made in the original financial arrangement. 
New provinces have come in, and old formulae have 


been applied with adjustments made in an endeavor 


to meet new conditions. A study of Canadian History 


for the past seventy years shows that the adjust- 
Msnts and changes have been based on no sound 
governing principles. They have lacked consistency 
and equality of treatment. In many instances they 
have been inadequate." 
THE CHAIRMAN: Senator Farris, do you later in this 
brief outline what you would call sound governing 
principles for the readjustment of relations? If not, 


Iwould be glad if you would develop that now, 
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HON. MR. FARRIS: I would not attempt to develop 
anything at this stage that I have not previously prepared, 
on a matter of that kind. 

THE CHATRMAN: You say the principles applied in the 
past have not been sound. What principle do you say should 
be applied for the future? That is the problem we have to 
consider. 

HON. MR.FARRIS: With respect, sir, I would decline to 
embark on that discussion at this stage. The first step 
to be taken here, is to make clear what is wrong; that is, 
the analysis, and I am not at all sure how far the Government 
of this Province, from the directions they have given either 
through me or themselves, should formulate. 

THE CHATRMAN: We have had in other provinces a 
pronouncement of what these provinces cnnceive to be the 
proper principie. 2 do not ask you to deal with, it) now; 
we would like, before we leave, to have the benefit of 
the viewof this province as to what you think would be a 
sound principle. 

HON. MR.FARRIS: JI will leave the reply to that 
question until we have analyzed and criticized the status 
quo. 

THE CHAIRMAN: Quite. 

HON. MR.FARRIS: Now, I might say these are only 
general observations in relation to the province. My next 
comment is on Provincial taxing . powers, speaking generally: 

"The Provinces have been limited in raising revenue 
by the onnstitution to direct taxes, licence fees, 
ané@ sale or other disposal of their assets. Licence 
fees, generally speaking, are a form of direct 
taxation; the sale of assets is not properly revenue. 

The field is, therefore, substantially limited to 


direct taxation." 


ote at 


b horie YSa LOY 


" \ : 4 mu eet rh ve el v “i ad) a : 
; “A i or on a a’ 2 7 
a —, , eee ee je Poy waaay be Nee J J 
¢ CUve goeiit ws ay eae SA Me ith ive PAS ate ® Jil ne 
Me e ' ' ear yr et > ecw. Sg 


' SRE texte eaten a} | Sct meele, ays sith 1 od at tae 


mnmnmeayos) oft Tet wot othe Le, OR s Mont i. abs a 
* adie al ws i H i Pipes: . is J * 

bi ae ES eran wy rd 
" ° 9 ie ae 
Le » ae: I Woy 

ota Lovee iis cite’. earths 58 en” | 
UR ch : ’ . 
200) \ st eae in Ory iy ed i het we v ie A ar b ‘smack #9 at 
\ 4 7 i a . mM! 


ee a oe 
: agit of O¢ oP TAP A Bes Ghvory  Saeee: tat oe no ‘ops 


sworn ot odiw Last o LOX (aa) eee Dat eae Lgteaten ahi 
aye) 2% an) yl ge ~ z | i 7 


ot Hae pruk f nh ae 


, ? 
oes i. Pt cas ar ne ‘ sie ga ex aL as a 
; vo #itenad ole evadont ,oveeh a eteteG +? i 
r ow oa te A ‘ 3 ; a 7 
i 4 " 

7 4 ‘ " ) op int fi 
Py { £ t sat yf eae x4, a A eet yee eer Lo 

’ i 


2 ry ‘ Pe b ae ma s . (ta ) f ey Ak ; S L f bor el a al SrA. % en sia 
i urge de dat Beahyd fine fen. bang ae ered ow Lisa servatin 


Pe: Sg) Re ae wuanaisino a.” 
ss cot, ATA Ns wt 


1 { + dre 
£ > GROld Yee 
i r, Re a a : ‘ J , A i eae 
ty, 6 pakwoud eit ee Boivelon iat Pte btsvreade % 


f a hi | 7 a 
Be £3125) sats lle, pas Be ora is poking: ‘tabee salad Gir. ati 


: : hee ae 


* Meor Sf aenst aooatt ae 1 ’ 


siteoil ,atssaho® fede ‘to, Teeowedar 


© ’ 
; f° 3S 
5 
rrr e . ¢ 
oi ev 
te d . ris | oe ¥2 
é 
* 


4875 


THE CHAIRMAN: If the licence fee is of such 
magnituce that it can be said it iy not really licencing 
for the purpose of revenue but it is intended for some 
other purpose, then it would be held ultra vires. But 
so long as it is kept within the limits of a reasonable 
licence fee there is no difficulty, is there? 

HON. MR.FARRIS: I do not think so, unless there has 
been some suggestion in one or two cases as to how far a 
licence) fee  jthatiisi obviously. 8 direct tax,- 1 do not 
think we need concern ourselves with it because generally 
speaking, 1 think under the Mills definition that a licence 
fee wuld be a direct tax, and that is all I am discussing 
now; that generally speaking, for practical purposes, not 
for legal distinction, ~. our field of taxation is direct 
taxation and nothing else. 

THE CHAIRMAN: Senator Farris, when you say a licence 
fee is direct taxation, and is limited; take the liquor 
licence fees, - brewers! fees, - they have: been, in some of 
the provinces befoce Government control was introduced, 
raised to a figure where they clearly would be passed on, 
but it was a licence fee. 

HON. MR.FARRIS: I suppose all forms of taxation are 
passed on and are ultimately paid by the consumer, and in 
that sense all taxes are direct. But I have always 
conceived this idea: That the question is whether it is 
passed on with its identity preserved. For instance, take 
a custom duty, and you pay so much duty on a yard of cloth. 
Well, that duty goes on as so much on a yard of cloth, but 
when you get into the fielu of where you finely draw the 
line between direct and indirect tax, it becomes very shadowy, 
and there are economists who say all taxes are direct. 

THE CHAIRMAN: You have two distinct powers in the 
province. You have direct taxation within the province in 


order to the raising of a revenue for provincial purposes, 
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as stated in section 92-2, and then you have 92-9, 
"Shop, Saloon, Tavern, Auctioneer, and other Licenses 
in order to the raising of a Revenue for Provincial 
Local or Municipal Purposes; That certainly was intended to 
be something other than direct taxation, covered by sub- 
section 2. If it was intended to be the same as 2 it would 
not have been there. 

HON. MR.FARRIS: That does not always follow. In 
my judgment, I would say thatal:ltmse tazes ere in effect 
direct taxes under Mills! definition. Of course, there 
has been a lot of discussion on what is direct and indirect. 

THE CHAIRMAN: Quite so, but there might be the case 
of a licence fee which a court might feel was indirect 
taxation, and yet would be justified as a licence fee, 
being purely a fee charged for a licence. 

HON. MR.FARRIS: If that were a direct issue before 
this Commission and I had to take the other side of the 
brief, I think I should make this argument, sir--- Ido 
not think it is particularly germain to our discussion, 
but I think I could make this argument; that the taxes 
indicated there are direct taxes, and while it does nct 
say what taxes are to be indicated, it indicates the type 
of licence, the licences that are indicated there are direct 
taxes, and I think the argument could be presented that it 

is only licences within the genius there indicated, namely, 
direct taxes»that were involved, but I do not want to 
attempt that argument because I did mt come prepared to 
make it, nor do I think it is essential. I do think that, 
generally speaking, licence fees are direct taxes; generally 
speaking, the field of taxation in the province is one of 
direct taxation, and that is as far as my proposition is 
to go. . 

"The powers conferred on the Dominion are to raise 


money by any mode or system of taxation. It is 
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submitted that it was understood at Confederation 
that the field of direct taxation would be left to 
the provinces. Certainly it was not expected that 
the field would ever be invaded to the extent of 
draining this source of provincial revenue. 

For many years this understanding was observed. 
It was not until the Great War that a change was made. 
Even then it was made only as an emergency War measure. 
Today the invasion of this field by the Dominion is not 
only permanent in its character, but it has attained such 
dimensions as to seriously affect in some provinces their 
only method of increasing their revenue." 

I want to pause there, because some of the 
members of the press when they first saw that understood 
that to mean in its presentation British Columbia was 
conceding that the income tax was now a permanent, and 
apparently properly, permanent institution of the Dominion, 
and that is far from my intention in making that statement. 
You will notice the word"permanent" is accompanied by 
the word "invasion", and a permanent invasion never 
becomes by time justified. 

THE CHAIRMAN: I am afraid times will have to 
considerably improve and other sources of revenue develop 
for the Dominion before we can hope to see the Dominion 
abandon that field, Mr.Farris. 

HON. MR.FARRIS: I 8@ not presenting the brief 
fron that aspect, and when I say that I do not wish to 
appear provincial or sectional. A province must present 
the situation as it is, that is all it can do. I notice 
there are comments in the papers, even British Columbia 
papers, Ido not know what they expect the province to do, 
if it is not to present its difficulties and its problems 
and its complaints in the light of the past. That does not 


mean they are shutting their eyes to the Federal situation. 
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I do not know whether the Dominion intonds to present a 
brief before this Commission, but it secoms to mc, with 
great respect to this Commission and the Dominion, that 
it should. 

THE CHAIRMAN: We would like them to, but I do not 
know cither. I cannot answer your qucstion. 

HON. MR.FARRIS: It leaves the province, if thoy 
must not only come in and proscnt their own bricf, but 
also plcad in the alternative from tho standpoint of 
the Dominion, - it secms to mc it leaves the province 
in quite an impossible position, and they should not bo 


asked to do that. 


( Page 4883 follows ) 
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THE CHAIRMAN: Yes, but of course, Senator, when you are 
eonsidering the provincial point of view, properly presenting 
the case of the province, and you submit certain propositions, 
which, on the face of them, present difficulties, we like 
the benefit of your view as to how these difficulties may be 
overconic, We like to get all the assistance that is 
possible. 

HON. MR. EARPRIS: In any event at this state I an 
presenting tne grievance end of it, and I do not use the 
word grievance in any whining or complaining sense. I 
am merely suggesting that as a matter of history and of 
practical facts there are certain things here that have 
not worked out fairly for the Province of British Columbia 
and they mist be stated. That comes up more partimlarly 
at what we are now dealing with, namely, the second div- 
ision: British Columbia's Special Claims, 

"It is submitted that British Columbia has a special 
case for the consideration of the Commission which 
stands outside the general claims of other provinces 
and which entitles her individually to have a re= 
adjustment with the Dominion," 
Now, in making that statement the province would not want 
to be misunderstood as saying that other provinces may not 
have similar cases either of the same degree or less, That 
is not a matter upon which we are competent to advance any 
statement, so that no invidious comparisons are made. We 
are simply stating it from British Columbia's standpoint; 
"It is submitted that this Province has not received 
equitable treatment in the Canadian partnership, 
and that the result has been unfair to her asa 
Province, detrimental to the welfare of her citizens, 
and harmful to Canada as a whole." 


At that state I would like to read again Mr. Pattullo'ts 
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recommendation No. 2: 
"The special position of British Columbia in the 
Confederation of Canada should receive immediate 
consideration and the terms upon which British 
Columbia may be ina position of equality with the 
other Provinces of Canada when considering new 
adjustments and relationships in Dominion and 
Provincial authority," 

THE CHAIRMAN: I thought the effect of that, as Mr. 
Pattullo read it and as you re-read it, was that British 
Columbia does contend that she hasa special claim 
different from that of any other province, and that that 
claim should be adjusted before a general re-adjustment 
of the whole situation as between the Dominion and the 
provinces is taken into account. 

HON, MR. FARRIS: Exactly, that is what it says and 
that is why I read it again, 

THE CHAIRMAN: I thought you were saying just now you 
did not suggest that other provinces might not have similar 
difficulties? 

HON. MR. FARRIS: That may be, there might be some 
other province, for instance you take this question, and 
I am jumping a long way ahead, the question of the incidence 
of the tariff in regard to home markets when considered 
from the British Columbia standpoint, it may well be that 
Nova Scotia has a similar claim. But as I cannot eliminate 
or include completely other provinces ina comparison of 
this kind, all I can dois to cay generally speaking, taking 
British Columbia in comparison with other provinces, we 
have a special case. That is ah) can. sayy.) Now iL don?t 
wish to say that Nova Scotia, as to part of the same case, 
may not have a special case, 


THE CHAIRM’!T; What I am looking at is the question 
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of reaching some finality. Mr. Pattullo says in this state- 
ment No. 2 in order that British Columbia may be placed in 
a position of equality with the other provinces something 
must be done. I can understand that contention quite 
clearly and therefore you institute a comparison with other 
provinces and you say having regard to this,British Columbia 
is entitled to certain consideration, but if then another 
province comes along and says "Now, by reason of this grant 
to British Columbia we are placed in a position of inequality," 
then We must have another merangement or if by reason of 
special tariff incidence we mst have another arrangement : 

HON, MR. FARRIS: I would not expect, Mr. Chairman, 
that you would grant to British Columbia any treatment that 
would bring us above the level of the other provinces, and 
until that was done the other provinces could not make that 
complaint. JI take now the general level, I say we are 
below it, away below it. Some other provinces may also be 
below it but I am not concerned with that. I do not wish 
to be arrogant and therefore I wish to make a qualification 
that there may or may not be some consideration for another 
province, 

I am reading now from my own brief again: 

"The position of this Province is not based on any 
plea of poverty. She does not plead lack of resources, 
the unkindness of nature or lack of income in her 
citizens. On the contrary, it is asserted British 
Columbia, in natural wealth, in climatic conditions, 

and scenic attractions, is not excelled in any part 

of Canada. It is believed, if given a fair opportun- 
ity, not only canthis Province adequately provide for 
and administer her own affairs, but that her growth 
‘and development will contribute to the general 


prosperity of the nation. In making this statement 
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"the position must not be misunderstood. It will 
appear with greater clarity hereafter ‘as details 
are presented. 

It is necessary, however, to leave the door open. 
Comparison may be madewith a large private business 
enterprise which cannot succeed until it is fully 
established as a going concern. | Its local markets 
are restricted and, taken alone, are unprofitable. 
Its overhead costs are heavy. It can only succeed 
if the financial resources of the company are avail- 
able for enterprise and it has free scope to complete 
its structure and market its commodity in competitive 
markets of the world, To carry the analogy further, 
if such enterprise were a subsidiary of some parent 
organization which drained its resources, restricted 
its field of operations, and placed undue burdens 
upon it, failure would be inevitable. This comparison 
is not intended to be an exact one, but is used to 
ibiustrat e.in a general way some features hereafter 
to be presented. 

It is submitted for British Columbia that the 
scheme of Confederation and method of its operation 
have imposed undue burdens on the Province, which is 
retarding her growth and development, is draining her 
resources, and is preventing her from assuming her 
proper place among Canadian provinces, This sub- 
mission is not made in a narrow spirit or in an atti- 
tude hostile to Canadian institutions, but in the 
confident hope that a new Confederation will emerge 
as a result of the findings of this Commission, 
Reasons for Special Case for British Columbia: 

It is submitted that the financial set-up now and 
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"Columbia has not made adequate provision for the 

cost of government in the Province, has drained 

her resources, impeded her industries, and is 

unfair for the following reasons:- 

One: The grant allowances are inadequate for 

and entirely out of proportion to the increasing 

cost of provincial government ;" 
Now, for reference you might put in, I will give the marginal 
reference of where the matters come up again. If you will 
put this in the column after that "See page 7" that is 
discussed in detail at page 7. I will run down and give 
them all now and it will save doing it again. Two, page 
10, ° Thres, page 10. Four, page) cls Dive. pace, 27%), And 
six, page 29. So that that really makes an index to this 
argument. 

“Two: The allowanceshave been trade without dro 
consideration of the physical features of the Province, 
which make the cost of government exceptionally high; 

Three: In comparison with other provinces of 
Canada, equitable treatment has not been received 
by British Columbia in the matter of Federal sub- 
sidies and allowances; 
Four: The contribution which British Columbia is 
making to the Confederation is excessive; 
In comparison either with grants which she receives 
from the Dominion; or with contributions of 
other provinces, 
The contributions referred to in particular are:-~ 
f&, The federal income tax; 
B. The duties of customs and excise, excise 
taxes and sales tax; 
Ce (ihe inci dence ot the: taritr in relation to 


commodities purchased in Canada outside of the 


7 7, 
; ahi ny) at 
LA Hed on ‘ 
1a 


ag ees 


besides ot avis. Ee Feat daliaa oy cometh 
fe 0%. aT + REaBR AY, 8m00.. pais an SOdtt FO 8 
a ab aie, *Y opel ae tate natin seinioo er on as 9 a 
mt a bite, nwo, ie ie T -feiedete Rhateb airigemias 
ae, one tka ot panto seve EL ty st. ‘pice wo Ets es 
Rok aes ‘oma. peal gh. egg, gunot . SOL oan yeeeat ott 
eh ot menud ania, teiifent pals «tons DR « ae Sai 


=. eee Le 


louk “dottelbw die: Hope. i oracendmants: sat rout 
wondeget wih. ie, Bese: -Jackaedg: ede. te ORs Letts 
jig it whfanonigesse Ono cer weno ae seo: eid ee ‘te tine 
4% eobaivora, sone’ @ity woatmamaad wl “peel 
pevionst jpad aon. eam. alae olsist tape gehen. 
0 ifs Serena 0, estas ett apd anaeeashoo Het dird Ed 
| . saecamneLte Dae epthte 
nf Bl dato de tvtas yg peisudinaane ¢ of? waper 
| povieneone et fo as ob Puig oO 
vieingate oe so ay ~~ any ROME SH noe tc a 


4888 


"of the Province at prices enhanced because 
of the tarift. 

Five: Not only is the federal income tax excessive 
and an invasion of the field of provincial sources 
or revenue, but is applied on a principle contrary 
to the spirit of Confederation. . The British North 
america ..ct has allotted to the provinces ownership 
of the lands, forests, minerals, and other natural 
resources, The Dominion is taking as income, revenues 
derived from the depletion of these assets, From 
the standpoint of the individual the returns from 
the disposal of the forests and mines of the prov- 
inces may be deemed to be income, but from the stand- 
point of the province it is a disposal of her capital 
asseets, 

Six: It is impossible for the province and the 
municipalities to meet the necessary costs of the 
administration of government and debt obligations 
under exitting conditions, except by increasing 
the burden of taxation to an intolerable extent. 

Before supporting these six reasons in detail, it 
is proposed, first, to refer to the summary and 
analysis of the financial arrangements made with the 
Dominion from Confederation to date; and, second, 
to the outline of the representations and protests 
heretofore made by this Province to the Dominion. 

First: The summary and analysis of financial 
arrangements is set out in “British Columbia in 
the Canadian Confederation," Part II." 

Now, I don’t know, I have that marked for brief reading 
and I think probably I will have to read them. I have 
taken at page 4 and I am reading the third paragraph 


there, beginning at the second paragraph: 
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"The Colony of Vancouver Island was founded in 
1849, and the Colony of British Columbia in 1858. 
These two Coloniss were united into the Province of 
British Columbia in 1866, and the question of the 
entry of British Columbia into the Canadian Confed- 
eration soon arose, Between British Columbia and 
Canada there was a wide stretch of prairie country 
then under the control of the Hudson's Bay Company and 
the question of union had to be postponed until the 
control of this territory was vested in the 
Dominion Government, 

In 1870 a delegation from British Columbia visited 
Ottawa in order to discuss the question of entry into 
Confederation. Here again the financial compromise 
which had been necessary to consummate Confederation 
in the Hast was applied. Population, which even in 
the original Confcedcration had been merely a make- 
shift measure of need, was again applied. The 
British Columbia delegation requested an annual 
subsidy on the basis of a population of 120,000. 

The population of British Columbia at that tine, 
including Whites, Indians, and Chinese was approxi- 
mately 35,000. The delegation apparently saw through 
the population device and treated it as such, basing 
their requests for subsidy on soiething which was 
real, namely, the previous revenues of the Province 
from -ustoms and excise. & request was also made that 
the Domininn should guarantee interest at 5 per cent. 
on a loan not to exceed £100,000 for the purpose of 
constructing a graving dock at Esquimalt, and also 
that a wagon-road should be constructed within three 
years connecting British Columbia with Fort Garry. 
‘Arrangements were finally made to grant a subsidy 


on the basis of a population of 60,000 amounting to 
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"$48 ,000 per year and debt allowances at the rate 
of $27.77 per capita, amounting to $1,662,000," 

THE CHAIRM:N: Just before passing from that former 
paragraph, did not the actual resolution that was passed 
by the legislature here in British Columbia ask also for 
the railway? The wagon-road was a temporary expedient, 
the railway was to be commenced at an early date. - 

HON. MR. FARRIS: Yes, Now, Mr, Chairman, if that 
question is suggestive that the railway was a payment to 
British Columbia for joining Confederation, that has been 
suggested, it opens up a wide question. I, from my reading 
of it, thought that no longer was seriously being pressed, 

THE CHAITRM:N: No, it is not suggested in this case 
at all. I only raise the question as to an accurate state-~ 
ment of the conditions of the request made by British 
Columbia at the time. My recollection was that the reso- 
lution did ask for a railway. I may be quite wrong in that, 
and I was only raising that point so we would have an 
accurate statement. 

HON. MR. FuRRIS: My recollection of reading, I am 
thinking of my reading of Maxwell's book, that the dele- 
gation, until they got there, had not expected to raise 
it. Is that not right? Yes, Professor Carrothers corrob- 
orates that. é 

THE CHAIRMAN: Of course, the actual resolution would 
show. I have seen what purports to be a copy of the 
resoluation and it did include a railway but I cannot 
speak with certainty. It would be interesting, though, to 
have it checked up. 

HON. MR. FARRIS: Yes, I am making a note of that. 

THE CHATRMAN: You hve the records here which would 
show the exact facts about it. 

HON. MR. E.RRIS: Yes, Doctor Carrothers is chacking 
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L read that one, didn't, 17 
"7, further grant for the support of the government of 
$35,000 annually was also made, together with an 
annual subsidy of $100,000, provided the Province 
turned over to the Dominion a belt of land running 
20 Miles on sach side of the proposed Pacific railway. 
This arrangement was merely a device to give an excuse 
for Lhe. grant, The real basis again was need. tn 
this way the request of the Provincial Government 
for its financial requirements was met, Not only 
wes the financial basis of Confederation a compromise, 
but it was quite impossible that the Fathers of 
Confederation should, at that time, foresee the 
change which has taken place in public opinion with 
regard to the functions of government, or the increase 
in demands made by the public for governnental 
services of various kinds. zctual payments made by 
the Dominion Government to the Governnent of the 
Province of British Columbia, 1871-1937, are shown 
in Table 1, amounting over this period to 
$32,327, 352.20." 
Then I pass along, page 5, the second paragraph. I may 
say that in passing over some of the observations in here 
it is not that they are not of importance but they are 
covered in the argument which I come to later and I don't 
want to read it twice. I am confiningit.s far as I can, to 
the reference in the text here to the historical, narrative. 
Hinder the Terns of Wnion the Provinces of British 
Columbia agreed to relinquish the administration of 
customs and excise duties to the Dominion, for which 
the Fedcral Government assumed in return, the debts 
and liabilities of the Province at that time, and agreed, 
in addition, to pay certain sums of money anmally 


for the support of the local government. 
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"Zs British Columbia had not incurred debts equal 
to those of the other Provinces then constituting 
the Dominion, it was provided that interest would 
be paid that Province AG ie hesraven Orvoa per teen «, 
payable half-yearly, 

"on the difference between the actual amount of 

British Columbia's indebtedness at the date of 

the Union, and the indebtedness per head of the 

population of Nova Scotia and New Brunswick 

($27.77) with the population of British Columbia 

being taken at 60,000." 

ThensohnuPase. 7: 
" Of further interest is the provision (section 12) 
that the Dominion would guarantee the interest at 
5 per cent. on a loan not exceeding £100,000 for 
the construction of a graving dock at Esquimalt, 
for a period of ten years following the completion 
of ihe project. 

The first adjustment was made in the subsidies to 
British Columbia in 1873 when the Dominion Govern- 
ment made an upward revision in the debt allowances 
to all the Provinces. «at the time that Ontario and 
Qiebec entered Confederation they had an incurred 
debt of $72,900,000 of which the Dominion assumed 
$62,500,000. On the balance of $10,400,000 the 
two Provinces were to pay interest to the Dominion 
Government at the rate of 5 per cent, This 
arrangement was unsatisfactory to Quebec, and the 
Dominion adjusted the problem by assuming the excess 
debt of these two Provinces in 13955" 

and I read on the next page, Mr, Chairman: 
| MPs soOLntrdepy allowance of Ontario and Quebec 


was scaled up by $10,506,100 and a proportionate 
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‘inerease was made in the debt allowance of the other 
Provinces, 15 4 result of this adjustment British 
Columbia reccivedm addition of $280,084 to her 
"excess debt" account, increasing the total of that 
fund to $945,878.97 for the calendar year, 1873. 

During this same year the Dominion Government paid 
out of British Columbia's "excess debt" account 
$112,244.48 for provincial obligations incurred 
before 1871, and received a refund to this account 
of $9,483.24. With these additions to and payments 
out of the Province's "exeess debt” account during 
1873, the balance in the account at the cnd of 
1873 was $843,117.83. 

ihe intercst paid to the Province of British 
Columbia on the “excess debt" allowance increased 
from $31,000 in 1872 to $46,977.69 in 1874, as shown 
Lh tebe ole 

Following representations by the Province of British 
Columbia, the Dominion Government in 1874 changed 
the method of. giving financial assistance to the 
construction of he eraving dock at Esquimalt, 
Instead of a guarantee Or interest at 5 per. cent, 
on a sum up to £100,000 for period of ten years 
following the completion of the dock, the Domion agrced 
to share in the cost of the construction, “upon 
certificates of the progress of the work" to a total 

sum of $250,000. British Columbia received no 
assistance from the Dominion in the construction of 
the graving dock under this ict, 

It was further provided in this ict of 1874 that 
the .Provinces could borrow from their "excess debt" 
accounts for the construction of "local" works , with 


the right to repay the loans “on such notice in such 
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"sums and on such other conditions as the Dominion 
Government and the provinces may agree upon." 

British Columbia borrowed $189,500 from the Dominion 
for local improvements and public works under the 
..ct of 1874, which was not repaid and was accordingly 
subtracted from the Province's debt allowance. In 
addition tho Province obtained $150,000 from the 
Dominion Government for local public wrks with the 
right to repay the loan by July, 1876. There appears 
to have been some misunderstanding between the 
Dominion and the Province as to whether it was a 
temporary loan, which was the Dominion’s interpretat~ 
ion,or-an outright grant for the graving dock at 
Esquimalt, which was the Province!s viewpoint. 
When British Columbia failed to repay the "advance" 
in July, 1876, the Dominion subtracted this further 
sum from the Province's "exeess debt" account, 

The sum of these two‘kdvances" ($339,500) reduced 
British Columbia's “excess debt" account from 
$844 077263 to $505,577.63. 

On the failure of the Dominion Government to 
assist: the Province of British Columbia ‘in 
financing the graving dock under the act of Lota, 
further representations were made to Ottawa, These 
representations were rewarded with the passage of an 
act in 1880 which again authorized the payment of 
"advances to the province as the work progresses" 
to a total sum of $250,000, Under this Statute 
the sum of $47,660.22 was advanced by the Dominion 
Government as its share of the expenditures on the 
“graving dock certificates .1 to 4 inclusive, during 
the fiscal’ yoarilocl-1882). (July Dito June 40), 

The problem of finencing the graving dock was 


settled in 1884 when the Dominion Government took 
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“over the administration and construction of the 
project, Under the “Settlement .ct" the Federal 
Governnent agreed to complete the drydock as a 
Dominion undertaking, and, in addition, pay the 
Province a total sum of $384,512.66. This sum 
included a “scttloment" grant of $250,00 and 
$134,512.66 for those expenditures which the 
Province had made up to 1884 in constructing the 
drydock, 

The .ct of 2884 further provided that the Federal 
Governnent would give a subsidy of $750,000 to the 
Vancouver Island Railway Company upon the transfer 
of the 1,900,000 acre grant to the Dominion to assist 
@ private company in financing the project, In 
addition, a block of land comprising some three 
and one-half million acres in the Peace River Area 
was turned over to the Dominion to compensate 
for dericicncies inrtne former Land “erant’ to. this 
Canadian Pacific Railway, which arose principally 
because of a relocation of the line through the 
Kicking Horse Pass in place of the Yellowhead Pass, 

4 further adjustment was made in the debt allow— 
ance to cach of the Provinces in 1884, which was 
made retroactive to 1867. The increased debt 
allowance arose from a request of the Provincial 
Government of Qucbec that the interest charged on 
the "excess debt" of Ontario and Quebec for the 
six years 1867-73 ige@usive, should pe repaids, ~The 
method of computation was complicated and the Dominion 
Governnent, to clarify the adjustment, sect down 
the amount that cach Provincc was toa receive in 

ete Leb. 
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historical retcrencesl am giving for the “‘monmcnt, 
Now, I go back to my text again at Page 6, the sccond 
to last paragraph: 

"It is submitted that the method of adjusting the 
relations between the Dominion and the Province 
adopted at Confedcration was not a compcotent method 
to be applicd to British Columbia and overlooked in 
its computations many of the essential factors 
SOUL Cape TO UntsS ©<LOVince.  Lesvcd Dy tig rule 
of thumb mcthod of measurement provided in the 
Confederation agreement, British Columbia may appear 
to have been treated fairly or even generously. But 
measurements which entirely ovetlook many of the cssent- 
ial subject matters to be measured cannot be relicd 
on in determinire what is fair or what is generous. 

It has already been stated that cven in the case 
of the four original “‘provincess, the financial 
adjustment was an expedient to meet existing | 
cOndivious if specitic provinces, ~Lcwas’ never & 
formula to be applied to other places and other 
times. In fact, it was declared by Sir Charles 
Tupper that readjustments on a proper basis would 
have to be made," 

Now, I want to read that, Mr. Chairman. It is found at 
Page 5 of the main bricf, Pert a" 

"June 11, 1869, during the debate on additional 
financial assistance which it was proposed should be given 
to Nova Scotia, the official report of the debate records 
that Sir Charles: Tupper said: 

“Sir Charles Tupper revealed the most interesting 
fact that the financial clauses of the "British 
North Jmerica ..ct' had never been designed, in their 


original form, to be permanent. It was distinctly 
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"understood at the Quebec Confcrenee, he said, that 
the financial clauses as set out in the B.N.4. «ict 
were to be only temporary -- a means by which a 
quick agreement between the confedcrating Provinces 
could be made -- and that after Confcdcration had 
been accomplished it was intended to have Provincial 
and Federal commissions set up to make an exhausting 
inquiry into the needs of the Provinces." 

Sir Charles was a prophet. It has taken 70 years to bring 

it about: 
"After this inquiry had been complcted it was 
intended to make a just and final sottlement. But 
the .ct in its Original form was only a stop-gap, 
and in framing these clauses the Fathers of 
Confederation had not had any idea of their being 
considered permanent," 

THE CH:»IRMAN: I sec this is taken from the budget > 
speech of the Hon. John Hart. Does that disclose were 
this original extracts can be found? Have you it? | 

HON. MR. FaRRIS: I thought Mr. Hart was the final 
authority, I did not go back of that, 

THE CHAIRMAN: It is interesting to get the whole 
discussion. 

HON, MR. FARRIS: That can be provided. 

THE CHAIRMAN: You see, that does not seem to be quite 
consistent with the statement of Sir John MacDonald in the 
House, when it was before the Legislative Assembly of 
Canada, that it was in the nature of a treaty and could not 
be changed in any respect whatever without upsetting the 
whole thing, but this may be the correct interpretation of 
it, I am not questioning that at all. I would like to see 
the whole discussion. 


HON. MR. PATTULLO: If I might interject there a moment, 
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I remember at Quebec in 1872, Sir .lexander Galt, I think 
it was, said it was obvious on the face of it that it would 
be a hiatus between the revenue and out-go on the part of 
the province which must be nade up out of the noneys that 
were boing turned over to the Dominion Governuent, He 
didn't use the cxact words "out of the moneys turned over 
to the Dominion Governnent" but he used the words " hiatus 
between the revenuc and out-go," 

COMMISSIONER D.uFOE: Was that reference in the 
parliamentary dcbatcs of Canada or is it found in the 
Sherbrooke specch? 

HON, MR. FPu.TTULLO: No, I think it was the debates 
of parliement but LT can look it up definitely. 

HON. Ma. HPiBRISs Lam rerermring tomy briet again at 
the top of page 7: 

"When British Columbia joincd Confederation her 
duties and customs and excise bore a vastly different 
relation to her population than did those of the 
Eastern Provinees to their population." 

I have had that checked up with figures, Mr. Chairman, which 
I want to put.on the record; they are not in the brief. 

The per capita import duties as of 1869, British Columbia 
$20.49- Ontario $1,352. 

THE CH IRM.N: .spparently they had a high tariff then. 

HON. MR. F.RRIS: aA high tariff. Quebec $3.67. of 
course, a high tariff that protected the industries of 
BYitash Columbia i¢ a different thing froma tariff that 
has other effects. Quebec $3.67, Nova Scotia $2.88 and 
New Brunswick $3.25, The average per capita for customs 
duties in Canada $2.42. British Columbia at that time was 
$10.49. | 

COMMISSIONER DAFOE: Mr. Farris, can you give an 
Bene) ne to why they were so high? I mean was it a 


continuing condition, a condition which would have 
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continued, or is there some cxplanation of it, that is of 
solic temporary basis? | 

HON. lik, FARRIS: You understand what this is, Mr, 
Der oct This 16 mot une retc, this is the per capita income 
derived from the importations. 

COMMISSIONER D.FOE: Would it have been a continuing 
condition if you had rcnaincd as a scparate unit? 

HON. MR. HohhiS: This is not the rates, The returns 
may increase with the lowcring of the tariff, they usually 
do, & protective tarirr as such defcats the very }ur ose 
Of reyonuc,. It is onty an so far as it fails to doe that 
thav you gct revenue frai it. Now, 1 will give you the 
rates for 1935 and '6 which I heve here as well -- 

THE CHiIRMN: Pcrhaps you could check up on Dr, 
Dafoets question. Were the inmorts in the year you have 
taken of such a character that it was likely to be a 
permanent condition or were thcy of such a character that 
they were special? In other words, were you taking in 
eapital goods? 

HON. MR. 7iRRIS: I took the year 1869 because it was 
the last year before Confcderation, that was the reason 
it was taken, and nothing has been called to ny attention 
to suggest any special condition at that time. 1 em sure 
that the young len who made this report, if there had been 
any such thing, would have advised us of that fact. But 
the question you asked, and we will be very glad to have it 
checked up, but, Mr. Chairman, may I answer Mr. Dafoe 
further by giving the rates for 1935 and 16 BLL Lue 
Columbia $9.62. Of course this will involve many other 
considerations as to how far inportations under Confederation 
were consumed in British Columbia and that is discussed at 
a later part of the brici, bus Lf an givine you the figures 


as they appear in the records. Ontario $12.11; Quebec 
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Nova Scotia $2.81; New Brunswick $3.67. So that 


the average in Canada was $7.51 and British Coluubia is 


$9.62. 


The Tate Lb’ British Columbia has. dropped Trom 


$10.49 to $9.62. 
COMMISSIONER Di.FOE: That is based on customs? 
HOW. MR. FoRRIS: That is based on custons, 
COMMISSIONER Di.FOE: The duties at customs houses? 
HON. MR. FiRRIS: Quite. ind 1 say) Lvdia nor, want 
to mislead the Board on that fact, because that fact is 
discussed later in our brief, as to how far collections 
ean. be 
in British Columbia/allocated to British Columbia, but I 
do not want to go into that now, it comes up later in the 
brief, But the point I was pressing for the moment, the 
principle, the formula, if I might use that, which wes 
applicd to provinces in adjusting, corpensating them for 
losses in the customs duties were two; first, the obli- 
gations the Dominion took over and relieved the provinces 
Of, and, second, the grants that were made. I say there 
was no logic in the adjustment on the basis of population 
im Vaocw, of those Picurcs I have eiven. 
Continuing on that samc proposition, in the sane 
paragraph: 
Her territory and cost of government also bore an 
entirely different relationship to her revenues and 
her population." 
I do not think the Board would require argument to convince 
them of that proposition. 
the action 
"The Dominion Governuent fully recognized this fact by/ 
which was taken. Political cxigcncies made it necessary 
to use the samc method of determining the grant as 
had becn used at the tine of the original union. 
Rotuel conditions, however, made it necessary to resort 


to fictitious assumptions to correct at least in 
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"Dore Gace Geliclencics of the Tormila. The 
population of British Columbia at this tinc was 
34,100. he population assumed for the purposes 

of the grant and por capita dcbt adjustment was 
placed at 60,000. This incercase was not a 
discrininating favour to British Columbia, but was 
an attenpt to correct in part the shortcomings of 
the method of computation," 

THE CHAIRMAN: British Colurbia at that tine asked 
that it should be originally fixed at 120,000? 

HON. MR. FaRRIS: Yos, and when we core to discuss 
another part of this brief comparisons will be made between 
the fictitious assumption of population in British 
Columbia with the prairic provinces, but I have thet under 
another heading, I was trying to think, Mr. Chairman, of 
es quotation epplicablo to that formula, i think it is 
that they cast their facts in the mould of their hypothesis. 

THE CHAIRMAN: Pardon? 

HON. IIR. FARRIS: The quotation is from Lord 
Macauley, I think, that they cast their facts - he was 
suggesting that an historian is apt to cast his facts in 
the mould of his hypothesis, ind it has some relation to 
what was done here on this artificial method of computation. 

"A further adjustment was made by allowing the 
province $100,000 a year in consideration of the 
Province turning over the lands of the "railway 
belt." Professor Maxwell says of this grant:" 

THE CHAIRMAN: Is not the historical fact this, 
Senator Farris, that in the negotiations British Columbia 
agreed to turn over certain lands to assist in the construct- 
ion of the railway, finding the assumed population did not 
give them the amount of money they felt they needed, and 


so Sir George Cartier proposed that they should have 


wf? 


ch hype 


‘ 


Perey. sik ot pe 


ane taulitast, be poab, a 


A ae { a Peary aed 
Bea cd aR oat eee se oma oe (99 
a om wet Mints » : i ie, ‘ 
y FG gBiGiihi $00 
A) WO. agatenios recante ont ns og he  Soatasoe oe ¥ 


st inditays dic: io, r 

ed Fj mar ey ones > 
Botns unity dads Pa ateeoiow ak eae 
7 | FO0O OSL ty boxt ay 1 towty bi we 
P , an. vo - >) a ees, wr enn dy ry % ’ i, ; » ie Py eo 

‘ i Be OE eS ad BT (OW) MOLY BAR pond arian ; i 


Nareot ad ohut od thoy ape iogiop tobed eit al 


gobi tens ovat D4 ~“o gROOUIVO TH ebttoer ‘ba Ai. 2 
‘ bo Misi Sh ae oRe, * Avil RD ; a) pi 1 ag sine BoM nif wn * ctbaad @ 


7; eh G2) Seis Guat. 3 hk Og ; obdina began notte oe 


fs | nt . fe eat | Ma cD 
Y drat cost. of gofeotora out BURA ete, 


he 


J etoitetuques to bottom fas ak t i322 phil Ae ni, ‘oie ape 
. =) D Lae a < 


e t ony pobwottea y we. abate nsw noutawtaie eitiearh ce 
eid to woLipuoeb tego | oa tho fal oon0088 aontvong, gi 
urd eoakroet 


rawiteo” edt Io ohn ed “VD 8 
; hacer 


"; dusts g ite te ayes, £ aa Sawa To 
eidd toa? eo teome, te ode dom 
timwle ste by, Fo asoloebtogen “ent 


anoo edt ut Jefaee Or abnel 3 — 


eres b ivoge Ten 


4902 


$100,000 a year in consideration of turning over the lands 
they had already agreed to turn over in consideration of 
the building of the railway, and they were paid twice in 
that way. At least, that was suggested as a method of 
dOLneUiG. 

HON, MR. FARRIS: Not paid twice. Well, I have a 
quotation here from Professor Maxwell that covers that 
very thing, Mr. Chairman. I agree that this was a device 
to cover up what was recognized as a necessary grant but 
apparently the public men of Canada at that time were 
afraid to bring it into the House of Commons in its bared 
form, 50 it was covered up in this way. 

THE CHAIRMAN: They were not prepared to recognize 
fiscal need in principle, 

HON. MR. FARRIS: They were prepared to recognize it 
but they were not prepared to face the political consequences 
in the House of Commons, 

THE CHATRMAN: They were not prepared to recognize 
itiin, principle but they adopted it in practice, you say, 
and put it in another way. 

HON. MR. FARRIS: Professor Maxwell makes this reference: 

"The scheme was definitely a stratagem invented because 
of the fiscal need of British Columbia and because 

the Federal Government desired to bring another 
Provinee into the federation," 

Unfortunately, Professor Maxwell, having recognized 
the need of British Columbia, has not in his work 
shown an understanding of the reasons why this need 
existed, or of how inevitable it was that the develop- 
ment of the Province would accentuate the need and 
make progressive adjustments necessary. 

A settlement was declared to be final which was 


based on immediate expedience only and which gave 
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no heed of to-morrow. Nothing is settled until it 
Ls settled right, end no.partnership relation is 
enduring which is not fair. 

THE CHAIRMAN: Was it in 1884 or sometime in the 
80's there was a subsequent adjustment? 

HON. MR. FARRIS: Yes, that was the one which I have 
read. 

THE CHAIRMAN: Which was declared to be final in 
settlement of all claims. 

HOM.iihe HARRION, .Yos,.i.do. motathink ehete, is any 
doubt about that, Of course the eet es of this 
commission is a repudiation of that. 

COMMISSIONER DAFOE: It was declared upon the floor 
of the House in 1884, which I herd myself because I was 
at that time a very young man in the press gallery -- 

HON. MR. PATTULLO: Mey I interject there? The 
Dominion had agreed to a commission and the war came on 
and that was postponed, so nothing was done. 

COMMISSIONER DAFOE: There was a declaration that 
a minister had come out and fixed everything up with 
British Columbia, and the House could only revoke the 
agreement,when all questions would be finally closed. 

THE CHaITRMsAN: We are here to consider whatever your 
real claims are but I thought it was a step in the 
programme which had not been mentioned, a special bonus 
in 1884, which was stipulated that it should be final 
in settlement of all claims. 

HON. MR. FARRIS: I appreciate that and there are 
circumstances: that might, be, criticized. but I; feel you; are 
neither assisted nor handicapped by any settlements of 
that kind that were made sixty or seventy years ago or 
even more recent times. I think the recitals and the 


appointment of the powers given this Board are open on that 
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question, 

THE CHAIRMAN: That is true. In dealing with the 
relations between the provinces and the Dominion and the 
Dominion as e whole, es Pinencial, position is open. ior 
consideration, but when you cre dealing with the special 
claim of British Columbia end then these various settle- 
ments from time to time made, are they are not factors 
which we mist take into account in arriving at what is 
the proper thing to do at the present time? 

HON. MR. FARRIS: Of course, as Premier Pattullo has 
pointed out, a commission was promised on this point before 
the War. 

THE CoALHMEN: I quite agree, 

HON. MR. FARRIS: and I have pointed out also that it 
was definitely understood between Canada and its provinces 
that this agreement would function in this way as well. 

THE CHAIRMAN; That is perfectly true, Senator. I 
thought probebly the claims that British Columbie had 
were claims that had arisen since 1884. 

RON, (Miser PARRIS: - Well, they are. 

THE CHAIRMAN: Claims for special consideration? 

HON. MR. FARRIS: Well, I don't know just what is 
meant by that. They ere claims which became manifest after 
1884 and what I propose to do in the succeeding heading of 
my case is to read to the Board a summary thet has been 
prepared of the compleints for forty years consistenly 
presented. I do this with a little reluctance because it 
will be tiresome reading, and it will not only be tiresome 
to the one who reads it but also to the Board, yet some of 
it is ivteresting and I feel it is necessary in order to 
make clear the whole setting and the suggestion is to 
present the substance, beginning in 1900, of the representat~ 


ions made by this province to the Dominion of Canada in 
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connection with the relations between the two, and that 
Will take a little reading, I was reading at page 7 
and I think we comc now to a summary of the previous 


representations, 


THE CH.ITRM.N: Well, we will rise now until 2.30 P. M. 


(Page 4910 follows) 


fawolLfot OLGA age?) a 
~af a 
9 , : : 7 7 
=j 7 -Y Wy > r } 


4910 


AFTERNOON SESSION 
The Commission resumed at 2.30 p.m. 
THE CHAIRMAN: 411 right, Senator Farris, will you 


pleasc continue? 


HON. MR. FARRIS: Mr. Chairman, I stated before lunch, 
before discussing in detail these reasons I am advancing 
as to why British Columbia should have further consideration, 
I wish to ask you to consider the summary which has been 
prepared of the previous representations. I may say, 
Mr. Chairman, I am coming back to-morrow, with your 
permission, to that question of the 1884 agreement. I am 
‘not doing that this afternoon, but I had that in mind, in 


view of what was said we should consider that further. 


In the meantime, I content myself with this statement, that 
for the last forty years there has been a continuous, 
consistent pressure from this provinee that British Columbia 
was entitled to further consideration. I think it is 
important that we should read the substance of these repres- 
entations in order to give a background before I present 
them in their modern form. Some of them will not be 


emphasized too much and some will be emphasized very much, 


There are some new conditions to be considered, such as 
unemployment, but on the whole, I think the background can 
only be properly before you if we read the narrative which 
has been prepared in this statement, so I am asking you 


to begin on page 12:3 


*The financial settlement with British Columbia 


continued to prove unsatisfactory, and in 1900 a 


delegation headed by the Honourable James Dunsmuir 
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"proceeded to Ottawa 'to lay before the government 

of Canada ccrtain matters requiring adjustment be- 
tween the two governments and to present certain 
claims of thc province of British Columbia for in- 
creascd rocognition at the hands of the Dominion’, 
Many matters affccting British Columbia were discussed, 
including the financial relations of the province of 
British Columbia and thc Dominion of Canada. The 
Honourable Jamcs Dunsmuir stated in a letter to 

Sir Wilfrid Lauricr: ‘There is a well-known disposition 
om the part of the pcople of Bastern Caneda to regard 
the building of the Canadian Pacific Railway as 

@ sort of contribution to British Columbia sufficient 
tom ell time to como. she wact is that...by tue 
building of that railway, an outict in the whole of 
the North-West hes been afforded bfor the Cenadian 
manufecturcr and the wholeselor greatcr in its benefits 
than the sum of all the other acts of statcsmanship 
sincc Confcdcration, not to speak of the tremendous 
possibilitics which hevc bcen opened up for trans- 
oceanic treffic, and the importance which this 
development has given to Caneda in the eyes of the 
world, In my opinion it hes meade Canade a nation 

and, in a lerge measure, saved it from the fact of 
annexetion with the United States, which only the 
vision of e Confederation of provinces; united by 4 
railway end ecmcntcd by trade intcrests, could heve 
averted. As the situation is at the present time, 
British Columbie is paying for those advantages and 
Eastern Canada is reaping them.' 


Dealing with the question of financial relations 
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"bctwccn the provinces end the Dominion, Honoureblic 
Mr. Dunsmuir prescntcd a statoment of revonuc and 
cxpcnditurc of thc Dominion Government in the 
provinee of British Columbie in which he claimed tht 
from 1872 to 1901 the Dominion government had obtained 
revenuc emounting to $42,000,000 from the Provincc, 
which wes on a much higher besis than that of any 
OUNGI™ part Os, Caneday Gua thay Over -anporiodg or 
thirty years 1/55 of the population had contributed 
ebout 1/20 of the rcvenue of Canade. This revenue 
was meinly from customs, and it was pointed out that 
at thet timc--cas distinct from othcr ports in Canada-- 
goods arriving at British Columbis ports were con- 
sumed within the provinec. It wes also pointed out 
that the total emount cxpended in the province 
during the samc pcriod was only $29,000,000." 
I might say that on that aspect of the case, I do 
not propose to present argument because, in the first place, 
I do not see how it is possible to work out how much is 
spent in any province when we charge its fair share of all 
services which are common to all of Canada. It is almost 
an impossible thing to do; iI know Dr. Carrothers and his 
staff have worked upon it. I think it is unsound to consider 
it at all because expenditure mae by Canada out of 
national revenue is money spent for Canada, it is not 
spent for one province any more than for another. You could 
collect revenue from Pritish Columbia and then start allocat-— 
ing it back to where the tax came from, but it is unsound 
in spp emia It seems to me that that question which is 


presented in the previous Brief of British Columbia is not 


on a sound basis. So far as my Brief is concerned, it will 
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not be pursued further, It could only come up---and then 

I think it comes up in an administrative way--it could only 

come up if the populous parts of Canada believed they 

were being unfairly treated. It does not seem to me that 

it is on a sound basis, and certainly it is not on that 

basis that I present the argument which I am now makings 
“Tt was emphasized that at that time, through the 
revenues accruing to the Dominion, British Columbia 
had not only practically paid its own way and repaid 
the Dominion for its expenditures in the province, 
but had also become liable for its share in the 
increased debt of the Dominion government. It was 
also pointed out that, because of the physical 
features of the province, the great distances to 
be covered, and the difficulty and expense of com- 
munications, thc cost of Government per capita was 
high in British Columbia. It was stated that in 
order to eneble British Columbia to carry on success- 
fully it would require a larger population, which 
would necessitate deyelopment of its resources, and 
that this wes impossible so long as the revenues 
of the provinces were drained by the Dominion govern- 
Mon’ « 

In 1903 a second delegation visticd Ottawa under 
the leadership of Honourable E.G. Prior, and the main 
subject of discussion wes again the readjustment of 
financial relations between the provinces and the 
Dominion. At this time there wes also an inter- 


provincial confercnee held at Quebec to discuss the 


problems of the Confcdcration. In his statement 


eee sane a 05 


aA ee by f sae a ~ is 


pase ‘ae Bes sige ae al sh batons eee: 


aA 


ke i t iv } i hia rhe ais 
A! ede pro ton i “K ae sian: a 
f, i , 


ae Bevs ted oins00 ; Fe 


if 


€ : 
Ba oe ke el igist 


‘tant a Av at ihe t Wot 


ae 
wt 


Hy) PO gels: 
eae ahs ster “et et te reve bes 


a ne i 
#) d ieidid 6) ie eLeeeet vn 


iN katy ‘eae a i ofa wane’ | 

in . i ai if ‘ ae ae . , ] 1 J Ty ode iv 

i e ' 9) ‘ We eS y ul na hy ’ 

Minox bits “4 Re we, BE BAY ALOT ROE wn of wut 
i 1 t , tay ee i { i - i 
y ¥ | A t 1 ad , FP ij ar i" ; RiRy tor ; ‘ 

Pee mee SR aa OR BE Pirsig Bor : tet | rohainotl of 


if Toe W 
hk ai 


; i ; \ 
Na eh) Ooi te) Seb OR adetweed wee ot oeite, a me 


if \ y 


as | uj 4 i 
Hate es wu 7 as hi Ale * tr ue t Pee ie x ie i : hl - . 
SB EL! 4 PaaS iON: (0 EAL Sul) as 5 pit ‘Bed | 
f . y { Ne i ; nd 2 ve we 7 A i 
as Wed WW Hs ‘iin t i 
vik alge}. 4, ; Abi at oh : A 4 ‘ if me ONE Dim oxy ) napulerci iia 
7 ae 
Mh Co 1 We i 4 Uh ie a 7 iH vie i \ Ws ~ 
Wd Wat he Dy ana “ H iy ‘ Wear AWN Se a, Mj a ee a a 
6 CO abate ty’ o yan x VSO Se INR, aa Spo ae ai iid iy Hy 
7 ' y 
. ‘ : ; tae f i y) ae AL pray) nee 
“ j i iI 
La ny : td ¥ ‘e ane 


| 


rd Yuri a pis cecsteny ide ect) aye st say! a iets Ne ae iM vib al tea . I ak Ap 

; ae chit, , th ; ay . 3 ‘ ee j i pres lyk o! nS thi f Lae j ae) 70 e} it ws fs % o Tew ner ¥ 9 oe rel *, wh fi oy} 
Vig Meee ee a oe Qe if Ty Me a e os i. a Se an habe es ae 4 mo j 
ae pen Mn Vs oa x may Oeste sh ipa Woy wh Ow apy ty ae t ee up y sori a 


A 
: I . iP ere ri , Pd Ay 
Le as We Mil : i) ‘ og i eat Ri ANE. he es 
‘ ye wb iia i n “abe Toe pool by, we Le _ aa Np) rw i 
, a a ah Yi i Se cad AE AT oh 6 Ts Nido LR ae lag a (ated x ws Ot + eel dgrit say 
i , ' Ar | MAA Ue 
‘ : ) 1 f : Ai rs Ay 


r OY V4 u r 4 my el WIEE a ‘i F 
lt hel ie vat fy'eo., 3 ene eg PY Tap erry ee, en eh PN poe Pe ly s aN i 
mh S 6? vi hy Ped rite y Uwe 1? te Wet wedded wy ry Ha Lidd a 1 ban 78 ls DAD ay oa i "1h 5 iS 4 4) 4 


a) t 
J _ ¥ I) Moy * 4 
Witak he shotindiale ‘ets’ ) taut Ghaltiald “ae mapa Beata ck Lit, een, ah r ; aS | 
PL DEN GEE DTG OG), UE by it bivov Pid) Wao see 

i vel : sg { a0 ta i iy oe é ; 

’ ' Poe a 4 4 : i, wy , 

‘ ‘ pes ah ‘ya fold eth Ode a ‘5 ol On : I 4 Lar Yea 
DOS BOOtugeed, Saw POO Vero ces ee tune Dat nore 7 oe 

} ; ti 

Ney: 


Woe Wie: OW Je thea esa GP eld 12 i ig i be ny hae ‘pst 
a EN g M sel rp e6 i“ iti he ‘ ug me dain Ay de } we a ad t , Soath varie our to, nl 


ry | Dea + afi, Bs i tea | iis 


‘ HH ge! rahe oh fe ai BAS tr 4; Pine tt i ve bey [tt Se ¥ 4 7 f 7 a J 
ROhCL GWT Doble Ly Beir a8e.l es sitooae i sor ‘at’ Per ie 


RE . Soe Sae eee ee aie ‘wis ery - iteneboot ode i om 
; ‘ . ay th ha ge ; 


VSO) FSoticns Oca ond) Mem ats co roti a Aoakiee , ni a 


; i . re aT ee Ae 
a at pd ae a ae bh Seah ie ‘7 Le ith y i es ne ~ : i ( ; be) 
edie aut: -apcbndvap tall docwe et eiehigimtimmrumamaeetmes "ol: 
: ‘i hi i a Day rw 7 


ee . : } Te? ae ; 
“TOUS, OP C415 ew) Sons ciate 


ha ' ] 
Ont enveet® of oodaue Pe bie scones 
; 


Pipette ahh 2" cee hOngohot Tad) oi 
hd is . ; ; - Fs + " a ey .) - } 
Pee * @. 9 


4914 


"the Honourable Mr. Prior said (British Columbia, 
Sessions Papers, “1903; "p..k 6): ..'The position 

we tekc is not thet thc Dominion governmcnt Ms 
violated the Tcorms of Union, or that we are entitled 
to compcnsetion for leck of fulfilment in any 
substantial respect, as the performance of e legal 
contract could be construed; but we do contend that 
in the development of the constitution, in its 
actuel operation, from the date of Confederation 

in 1871, that a state of affairs has grown up in 


British Columbia and in the Dominion, as the result 


of the union between the two, that has established 
a moral right and a sound constitutional claim on 
our part for increased recognition--and a state of 
affeirs that was not anticipated by cither party to 
the Federel compect.! 


He further stated; 
‘At the time of the British North America Act, 
or the British Columbia Terms of Union were yessed, 
it was impossible for either party to foresee the 
results of union, or to fix in an absolutely definite 
wey and unelterably the financial relations, so ew 


to provide equitably for all time to come for the 
requircments of both classes of governments; and 
that it was the evident intention of the framers that 


adequate provision should be made for both; 


That with reference to British Columbia, although 
'it is not contended that it was forced into Con- 


federetion as it is claimed Nove Scotia was, yet 
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"the circumstanccs and conditions of thc province 
were such that there was littlo altcrnative loft to 
her in the mettcr of terms; 

That the tcrms wcrc not the tcrms thc people of 
British Columbie asked for end bclicved were nocessary 
for the edequatsc administration of local affairs and 
the development of thc country; 

That, as shown by the debatss which took place both 
in tho local House and in the Houses of Parliament, 
at Ottawe, in ncither case were the framers of the 
terms able to accurately or even approximately foreses 
what the rcsults would be, and thet in a great 
measure for both it was a leap in the dark; 

That the people of British Columbia did, from a 
local knowledgc of their own province, appreciate the 
necessity of end stipulate for ea much larger provision 
for the financial requiremonts of the provinces then 
wes conceded by the Dominion.'" 

THE CHAIRMAN: Senator Farris, just in passing, what 
provision was asked under the tcrms of union, in reference 
to financial aid which was not grented? 

HON. MR. FARRIS: I am sorry, I em not quite following 
you. 

THE CHAIRMAN: wha’ terms, in refercnce to the financial 


basis of union were esked for by British Columbia and were 


not granted, save that the population was not assumed to 
be 120,000 as British Columbia rcquestcd, but was assumed 
to be 60,000? 

HON. MR. FARRIS: I think that was the only onc, at 


that time. 
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THE CHAIRMAN: British Columbia got at that time, 


$100,000, nominally, in consideration for the Crown lands. 


The $100,000 would be substantially the amount, would it 
not, annually paid, if the population had been fixed at 
120,000. 

HON. MR. FARRIS: I do not think it would be more, 

THE CHAIRMAN: If you take eighty cents per head, it 
is $48,000, is it not? 

HON. MR. FARRIS: In any event, at no time, and certainly 
not in our presentation to-day, is there that suggestion. 
‘In fact, what I read to you this morning rather indicated 


that British Columbia, at the time, in 1870 was satisfied. 


The difficulty is, not that the adjastments were inadequate 
as of that time, but that it was assumed that adjustments 
which would be satisfactory in 1871, would be satisfactory 
PO PoOO LOL Leo, 

THE CHAIRMANE I am only having in mind the representation 
or statement purporting to be made by Mr. Prior which you 
have just read to us. It stipulates a much larger provision 
for the financial requirement of the province than was 
conceded by the Dominion--If I am in error-- 

HON. MR. FARRIS: I think that is a fair criticism and 
I might disyvose of it by saying that I think British Columbia 
got, in 1870 what it expected to get. The province did 
not get it on the contention upon which it asked for it, 
but assuming that the historical statement is correct, 
that the $100,000 was an adjustment of this question, and 
not really a psyment fur the land, then I think that is 
a fair criticism. Of course, that brings us back to another 


matter which will come up. I am not pressing this matter 
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very strongly, either, but assuming that the #100 ,000.00 
was not for the land, when the Martin Commission gave 
British Columbia back its land, it did not deal with the 
question of compensation for the use of the land. As I 
say, I am not pressing that with any force, because I do 
not think it is one of the material cquestions to be con- 
sidered at this time. I mercly mention it because it does 
dovetail in with this other question. 

THE CHAIRMAN: The real question was, how much was 
needed to carry on the local government of the province? 
The representations of the province of British Columbia 
were that the province needed to carry on the local govern- 
ment a sum. I assume, to be arrived at on the basis of a 
population of 120,000. The government of Canada, thought 
it could not grant that and thought it could not allow 
more than 60,000 as a basis. As the railway was then going 
through, Sir George Cartier, suggested, “We will give 
you $100,000 in consideration for the land." In other 
words, he gave them »~52,000 more than they asked and 
British Columbia accepted it. I quite recognize, Senator 
Farris, the point you make is that in the agreement made 
at that time, however fair and reasonable, as it seemed 
to the parties, it is not one which can be applied without 
modification to the conditions existing to-dayo 

SENATOR FARRIS: Yes, I am going to ask you to excuse 
me for a moment and permit Professor Carrothers to read. 

DR. CARROTHERS: I will continue to read from the 
point where Senator Farris left off: 

The special difficulties of British Columbia were 


' claimed to be: 


1. ‘the cost of administration, owing to the 
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mee physical character of the country. 

ee The distance from the commercial, industrial, 
and administrative centres of Eastern Canada. 

3. The non-industrial character of the province as 
compared with Eastern Canada whereby a larger 
percentage of goods are imported and consumed, 
increasing the contributions to the Federal 
Treasury, in the way of taxes, in a ration of 
three to one. 

4. The disadvantage of the province in relation to 
the markets for its special products.! 

Another delegation visited Ottawa in 1903 and finen- 

cial relations were again the main point at issue, no 
action having been taken by the Dominion government 


as a result of the submission of the previous delc- 


gation. 

"It was potnted out that it was not intended that 
the financial relations cxisting at the timc of 
Confcderation and adopted as a basis in connection 
with the distribution of revenues should be unaltcrably 
fixed, Tor ell time toveone: or.,, al teact, 10. wes DOU 
such an arrengoment es should always exist. Conditions 
have changed and the development which had occurred, 
more especially in British Columbia, pointed to the 
equity of a readjustment from time to timc. The 
desirability of periodical recdjustments wes suggested, 
As pointed out, in the Report of the Delsgates of 
1903, the probably outcome of Confederation, under 
the Terms of Union with British Columbie, could not 
possibly have been forctold. All the evidence to be 


gleaned from the dcbetes in Parliament, both at 
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"tOttawa and at Victoria, at that time, goes to show 
that the matter was not understood. The predicitons 
then made in both Houses have not been realized, and 
an entirely different state of affairs has come to 
exist from what was anticipated at Ottawa. The 
members of the delegation submitted that the position 
of British Columbia in the Union wes greatly prejudiced 
as a consequence. Instead of remaining @ drag on 
Canada and a financial burden, the province has 
become, from a revenuc—producing point of vicw, the 
best asset the Dominion has, and has contributed far 
more to the Dominion Treasury, in proportion to 
population, then any other Province of the Dominion, 
the ratio per capita contribution being three to one 
compared with the whole Dominion. It did not 
follow that periodic readjustment ouhia always result 
in the payment by the Dominion of increased subsidies 
to the province.’ 

The basis of argument for financial readjustment 
was similar to that of the previous delegation. 
British Columbia had joined with the othor provinces 
in requesting ereedjustment of financial conditions 
but had also made a separets claim. To this, 
objection was taken by the Dominion Prime Minister, 
who said: ‘'I would see very great difficulties in 
having separate arrangements for cach of the provin- 
ces, and it seems much more neturel that, if the 
subject is taken up, it should be so taken up with the 
view of laying @own a uniform systematic and final 
basis which shoudd work and apply mechanically to 


the component elements of our federative union.’ 
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“ To this the Honourable Richard McBride replied: 
tYou deprees.te the idea of scparate arrangements with 
the province, and advocate something which will be 
automatically uniform. So far as such an arrange= 
ment can be shown to be possible, I sympathize with 
your view, but we are now dealing with a set of 
conditions which are not and have not been uniform 
in their effect, a fact which is the principal burden 
of our complaint. I beg to remind you that the 
financial arrangements in respect to all the provinces 
are separate, The treaty of this province with the 
Dominion is a separate contract; and so long as con- 
ditions differ in provinces, so long must their 
financial relations differ. It is impossible to 
foresee developments of the future, and consequently 
impossible to adequately and equitably provide for 
them. My idea of a solution is a provision for 
periodic adjustments rather than an attempt to make 

a permanent arrangement such as you suggcst. The 
Australians anticipated our difficulty in their 

new Constitution by stipulating for a return of the 
revenue to the parent Ctate aftcr a certain contri- 
bution to the Treasury of the Commonwealth had been 
reached, Some arrangement of this kind should have 
been mado in Canada at the outset, 

‘Phe position of the province of British Columbia 
is this: We say that the conditions which do now and 
have always existed are so radically different from 
the rest of Canada--although the sources of revemue 


are the same--as to have imposed special burdens 


on our people and constituted grievances of a 
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"< special character. We have set out in a series of 
representations what these special conditions and 
grievances are. These representations have been 
before you for some time, and no single statement 
contained in them has been denied or refuted, Failing 
other “ecourse, we have asked for a commission to 
find whether these grievances are real and sub- 
stantial or invested for political effect, as has 
been alleged. This has been denied us.? 

A further ssatement of the case of British Columbia 
was made in 1905 in which the high cost of provincial 
administration, because of the extent and topographical 
character of the province was emphasized, particularly 
with reference to road construction. It was also 
pointed out: ‘British Columbia's per capita expendi- 
ture for Civil Government, arising out of the 
services of the government required in widely-scattered 
communities, is over nine times that of the average 
of the other provinces.? 

It was also pointed eae! *'The second cause which 
operates disadvantageously towards British Columbia 
is its position in relation to other provinces and 
other countries, which adds, as additional imposts, 
long-distance freights to the first cost of articles 
imported for use and for local manufactures; and 
also minimizes to an unusual degree the advantages 
to be derived from inter-provincial trade, which was 
the commercial object of Confederation’ 

It may be pointed out here that, until the opening 


of the Pacific railreod, the fact that British Columbia 
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“was part of the Canadian frec trade area was of no 
benefit to the province whatever. Even aftcr the 
opening of ths railroad the population of the prairie 
hinterland was so small for a considerable time that 
it could not possibly have provided a market of any 
Significance. In 1881 the population of Manitoba 

was 62,260, and that of the North-west Territories, 
56,446. In 1891 the population of Manitoba was 
152,506, and that of the North-west Territories, 
98.967. Even in 1901 the population of the prairies 


amounted to only 619,841." 


HON. MR. FARRIS: Pardon me, Professor Carrothers, but 


I have the next part marked to be omitted. We will omit 


from this point until the middle of the next page. It is 


mot because it is immaterial but it is covered in another 


portion of the Brief. Page 16, near the middle of the 


page, I continue to quote: 


"A Conference was held between the provincial 


governments and the Dominion government in 1906 for 
the purpose of discussing financial subsidies to 

the provinces. This was attended by Honourable 
Richard McBride (later Sir Richard) representing 
British Columbia. It was urged that, apart from 

any general settlement as between the Dominion govern- 
ment and the provinces, British Columbia had a claim 
to special treatment. This was admitted by the 
Conference, and the Conference was asked for a de- 
cision as to the extent of the special claim of British 
Columbia. Mr. McBride protested the submission of 


British Columbia's case to the Conference, as he believe 


A ; se, ‘ \ sy 


Jor to pe sot | abt 


Lf. 
aad 
FY e 
te 


ait owe we : 
aera i asus : 
oat YS: aod stone cies 


bias 


a iat oor ts fasaoeh sites ‘ee ok Late 
a BY a ite te i eer earn Af, 1 ave 
r sn $e Hons pale. GB hee sited ethaneg 1 


neh puoi hie to te ee athas 2 eae foar x a 


hy, 
oi 


mt fond i ah pene iy ney el Se ‘ ye #2 bit ee 
b 4 toe iat Oss tle! d + RWG POH nn ay oe tal tas es 
i " . ; 


: daw ade t tung ‘ko! dos: Ligon a at seek i 
‘ i { iP ( 
My) P rap ~) fab At ) a ’ 
; sBOERODL TION. Tao sith ¢c df acs. en ye ante bie if VG yo 
smcy ft 1 } a i , ‘ cs te oo A } <o (i . ae ; i. 
Teeterocg odd fo td pemtudo: hs a i ae a roe * 
' ; ' ’ A i, od ‘ CRE 4 * d a tc) Mm $4 ny 
7 co Path a me a, fe hy, te a ry 
t ‘ . L Ae £5) Sift De me 
a tm Sips tine yt Fale of seinen a 


a 
‘4 yer ie eoton ves, : t Eid toss ie 4 ee sy Dg, 2 Rad , 


Oe ee eran re ena Fee 
het hin nye ad Of. bese s) Bi | re Pi ion | 0 


tran oa to oly Serr wa De ttay snkog ebay i 


Tal 


rary ty Pi ha ai oa ak i all ae md im : aa 
TONS ie Hetero ah te tad leirerts print a wt vt “eutons @ 


Oe Ii Babes Ot Mpa ot at wake : 

vas , r np Ee a ae. ae va uadeals a) i we Se UR oer dee - 
P) ‘nh a Ort me Cal ee m4 A Ady ’ Ke SWa Be | Se oe al = ui y s som 09 ee hp 

i , - } ay | f ' 
inv wis tT x4 Oe rs 1? Pat ud yer bine my Ral | ‘ q , \ . 
ROL ONL) ale. ara “i TAT HY ee He. he lmod Gite bene tiv hope unOwOR ie 
f a Va Di % 7 

* s ‘ ea ‘i a P ’ 


€ Us ny ; 
Pu Pat + ie dra, « ut deel eh es 
; Og ae at Aradun Sweet Bak nt } Batt eee GOR TA ekem enomeug. end 


Fi al pte PRIN spaead |G ed oh Ps aed Vent, ! i: 
fs ; SLUG LU OM oy be val lh SB BOW. g oat + #00 itd worry: edt. i 


- ee 


i ¥ ay Et £ he i Ps er sory f ib t allot + “yf whe 4 Aye wea) nbaioni baadoli, : ‘ 7 
ee : ie OE : ow 4 a f : i q 


OR Or aig aed # “Baga Sow it | apkdalten aha 


; 


sel as Mo Linkaoci ould. sri et we yneneittee Leteney aT) 


“mialo 8 biel re hy Oy dati ~as send rose ‘ott ‘bow coms oy 


i | PE uace 
i arts yo hasta 19) ew anit | J feud god Katooge’ or 


4 oe 


The 8 tot bosles ea my Pehioto tec? one, pene 
“6 io rere Lateoqy < ba ts Scadies Baad 1k ata 


ad me seomerotag oft a8 (ait mee 


b 


é as ie ca 
! ay 


Ast, amt Da 
vs i 


4923 


"it to be a mattcr for arbitration, the question 


being one solely between the province of British 
Columbia and the Dominion government. It was decided 
to grant to British Columbia the special sum of 
$100,000 annually for ten years. McBride considered 
this inadequate, and his submission not being con-— 
sidered favourably he withdrew from the conference. 
It was finally decided to increase the grants for 

the support of the government and also to raise the 
limit of population on which the per capita subsidy 
was to be paid. This resulted in an increase in 

the grant for support of government in British 
Columbia of $115,000 annually. 

It was proposed to bring these new arrangements 
into effect by amendments of the B.N.A. Act, and the 
terms were declared to be fimal and unalterable. This 
latter was objected to strenuously by McBride who 
protested in person in London and succeeded in having 
this clause removed from the amending legislation. 
McBride stated (British Columbia, Sessional Papers, 
1908, page C-2): ‘With reference to the various dis- 
cussions I have on the subject of my mission, I found 
that the feeling at first prevailed that as the 
pominion Parliament and the governments of the pro~ 
vinces of Canada, with the single exception of that 
of British Columbia, had asked for the Bill in the 
form proposed, the imperial Parliament was bound to 
respect their wishes, and give them effect. Other- 
wise, it would appear as an interference in the 
Rencstie affairs of Canada, a course to which His 


Majesty's Government or the members of the Imperial 
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"rParliament would be wholly adverse. I had some 
difficulty in dissipating this view of the casc, but 
I was, as you will observe by the correspondence, 
quite succcssful. I cendeavourcd to make it cloar 
that, while in some respect Confederation might be 
regarded as a pact among Provinces as well as with 
the Dominion, the Terms of Union, in cach instance, 
represented a separate and distinct treaty with 
Canada, entered into without reference to the terms 
granted to other Provinces, and that, therefore, 

it followed that in changing the Terms of Union we 
had to deal with the Dominion alone. fo say that 
British Columbia was bound to accept theterms of 
subsidy recommended by the othcr provinces would be 
to coerce that province and to seriously invade 
provincial rights. I asked that the province be 
permitted to settle its own way; and pointed out that, 
so far as such 4 course being one of interfcrence 

in the domestic affairs of Canada, it left the 
Imperial authorities in a@ position of perfect neu- 
trality; whereas, passing the Act in the form proposed, 
the Imperial Government was taking sides with the 
Dominion of Canada against the province in their 
dispute and confirming an act to which the people of 
British Columbia were utterly opposed. I am happy 
to say that this view ultimately prevailed and the 
Bill in its modificd form, with the words ‘final and 
unalterable’? climinated, was introduced and passed 
in the House of Commons without opposition.'* 


COMMISSIONDR DAFOE: Can you tell me whether Mr. McBride's 


representations made in London were limited to having these 
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words excluded? 

HON. MR. FARRIS: As far as I know, my memory does 
not carry me back to that time, although I was in the 
province at that time... 

COMMISSIONER DAFOE: Just from memory, I think. he 
objected to the financial arrangements, 

HON. MR. FARRIS: He had already taken that position 
when he left the Confsrence in Ottawa. It was reported 
in the papers, I remember very distinctly, that he slammed 
the door as he left, metaphorically speaking, I suppose. 

COMMISSIONER DAFOE: I think that would be metaphorical. 
My memory is Ey he wanted the Imperial Parliament to 
in some way indicate its disagreement with the financial 
settlement. The statements to the Imperial Parliament by 
Mr. Churchill that these sentences should be deleted were 
based upon the statement that the Imperial Parliament never 
inserted any such clause because it was obviously useless 
on its face. 

HON. MR. FARRIS: On the other hand, Mr. Dafoe, I am 
not sure how correct Mr. Churchill was in making such a 
statement, because if it was put in as a basis of a con-— 
tract, then i think it would be proper in an Act of 
Parliament. 

THE CHAIRMAN: This much is clear, that Mr. McBride 
did not agree with what the other provinces agreed to at 
that time. I suppose so far as all the provinces were 


concerned, it was a grant by the Dominion which no province 


was entitled to compel the Dominion to make. However, the 
Dominion discussed the matter with the provinces and thought 


it was proper to make it. I do not suppose there was any 
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contract at that time, but apparently the other provinces 
agreed, and, so far as they were concerned, it was final 
end unalterable. However, it did not last for very long. 

HON. MR. FARRIS: There is nothing which can be final 
and unalterable. If the Imperial Parliament relied upon 
the theory advanced by Mr. Winston Churchill that Parliament 
will not impose its will upon a future Parliament that must 
be because, I take it, that Parliament would not hesitate 
to impose on a future Parliament the obligation to adhere 
to a contract which had been solemly made and intended 
to be final. 


THE CHAIRMAN. If you are not bound by the agreement 


made in 1884, which was final and unalterable, you cannot 
be boumd by the 1935 agreement to which you did not agree. 
COMMISSIONER DAFOE: Mr. Fielding finally admitted in 


the House in 1907, that it was just so many words and it 


had no binding force. 
HON. MR. FARRIS: I will continue to read; 

"In 1911 McBride again headed a delegation to 
Ottawa to discuss Dominion-Provincial relations, and 
on this occasion he succeeded in securing an agree- 
ment on the part of the Dominion government to appoint 
a Royal Commission of three members to investigate 
the claims of British Columbia for special treatment. 
One member of the Commission was to be named by the 
Dominion, one by British Columbia, and a third was 
ta be selected by these two, or in the event of a 
disagreement, by the Colonial Secretary, The 


Dominion and provincial members of the Commission 
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“were appointed, but before the third member was 
selected the Great War broke out and the Commission 
never met. 

However, a “Memorandum Respecting Claims of 
British Columbia for Better Terms" was prepared, 
and emphasis was placed on the high cost of govern- 
ment due to the’physical configuration of the province, 
which renders local administration exceptionally 
expensive and difficult, and in a ratio of great 
disparity as compared with those of other provinces. 
The physical aspects of the case of the province for 
special consideration include also geographical iso- 
lation and all such considerations as arise out of the 
peculiar configureation and geographical position 
of the province. 

These have caused a local cost of administration 
in respect to all branches of the public service 
disproportionate to the cost of similar services in 
the other provinces, on account of which the allowance 
from the Dominion has from the outset been wholly 
inadequate; which has imposed an additional burden 
in the way of through and local traffic rates to be 


borne by the local consumer, and minimized to the 


lowest degree the opportunities and advantages of 


inter-provincial trade, which constituted the main 
objects of Confederation; and which have accounted 
in ea large measure for the unusually large contri- 
butions on the part of the province to the Dominion 
in respect of customs levies, also for the sparse- 


ness oO population upon which the burdens of state 
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"tmust rest in relative dispYoportion as compared 
with provinces like these of the Middle West capable 
of compact scttlement throughout.!' 

It was pointed out that, owing to the inadequacy 
of the financial provision for government in the 
province of British Columbia, the government had to 
"pewn the subsidy"t and impose a serics of taxes which 
did not exist in the other provinces of Canada: 
personal property, real property, income, and 
revenue taxes." 

Then, we quotc from the same memorandum: 

"Eastern Canadians were for a long time wholly 
ignorant of British Columbia, and very indifferent 
about its welfare. In fact, generally spcaking, 
the mental attitude of the people towards the 
provinee for about thrity-five years was not only of 
a negative character, but to a very considerable 
extent unfavourable; not intentionally so, but, 
because they did not understand the real situation 
and had been prejudiced on account of a long political 
fight in which British Columbia and the Canadian 
Pacific Railway were the principal issues. Hence, 
even if various governments had been more favourably 
disposed, the mental attitude of the people as a whole 
would have pre vaatodin bet-terment policy being carried 
out. British Columbia was not only commercially 
isolated, but she was politically isolated as well. 

For a proper knowledge of the case it is necessary 


to consider the conditions which existed at the time 


British Columbia entered Confederation, and the mental 
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"attitude in which the Terms of Union between the 
province and the Dominion were framed. Public 
sentiment, as represented in Parliament, was prejudi- 
cial to more favourable tcrms being granted. A 
large section of Canada was utterly opposed to union 
with British Columbia on the terms under which the 
construction of a trans-continental railway was ren- 
dered obligatory. It was only upon grounds of large 
public policy of a national character--the rounding 
out of Confederation--that their adoption was justified. 
It was almost universally conceded that the province, 
physically handicapped as it was, would not pay its 
way in Confederation, and it was strongly contended 
that the construction of the Canadian Pacific Railway-- 
an essential demand of British Columbia--was too 
great a sacrifice on the part of the Dominion, and 
that the railway when built would prove unremunerative. 
Consequently, the financial terms conceded to 
British Columbia were the least favourable possible, 
and without any adequate knowledge of its financial 
requirements.'" 

THE CHAIRMAN: Senator Farris, these are just repres- 


entations which were made--of course, there are statements 


there in‘that paragraph which do not occur in the records 
as I understand the records, As a matter of fact, the 
terms were debated in the British Columbia legislature, 
and British Columbia proposed its own terms. 

HON. MR. p#arnrg: 1 am going to give the Commission 


a reference to that. I have an Act here, and I will give 


the reference to that later, probably in the morning. I 
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think it would be well, Mr. Chairman, if you would, as you 
are now doing, makc your commcnts as I am going elong,. 

THE CHAIRMAN: The whole point here is that while 
these representations were made and in that rospcct you 
are just reading them as such, wo cannot, because they are 
representations that werc made at that time, accept the 
statements as being corrcct. 

HON. MR. FARRIS: I appreciate that, and as any such 
statements occur to any member of the Commission, I think 
it would be well for him to have attention drawn to them 
as we are reading along. Then, we could leave the answer 
to it, as far as there is one to be made. 

COMMISSIONER DAFOE: This memorandum was not made 
public at the time; there was no body to whom it could be 
made public? 

HON. MR. FARRIS: It was on our files here. 

COMMISSIONER DAFOE: This Commission never came into 
being, did it? 

HON. MR. FARRIS: No, the Commission never functioned. 
You see, Mr. Dafoe, what I am reading this for, primarily, 
is to give a background for our argument which I am presenting, 
as of to-day. I think it is essential to have this Com- 
mission appreciate that this is not something which was 
thought up for the moment. It is a continued presentation 


or attitude by the authorities in British Columbia for the 


past forty years. 
COMMISSIONER DAFOE: It is valuable on that basis. 


HON. MR. FARRIS: Whether this was presented or not, 


it has equal force as reflecting the considered position 
of the government at the time, 


(Page 4932 follows) 
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"A similar attitude towards British Columbia was 
mornutained as long subsequently as 1884, when the 
Settlement Act was passed, whereby the outstanding 
differences between the two governments were finally 
adjusted. By means of the Settlement Act, the 
Province, tired of delays and wearied with fruitless 
negotiations, agreed to transfer 3,500,000 acres of 
the best land of the Province, in lieu of net expend- 
itures on the part of the Dominion, amounting in all to 
about $1,250,000. These lands worth now at the 
lowest valuation $35,000,000, together with 2,000,000 
acres of land on Vancouver Island, including all 
their valuents- worth at least $25,000,000 - were 
parted with to secure a railway from #squimalt to 
Nanaimo, costing less than $3,000,000, which under the 
terms of the Carnarvon Award was to have been built by 
the Dominion without cost to the Province. The value 
-of such concessions was not then foreseen. The treaty 
of 1871, as amended in 1884, was made, by both parties 
to it, in misapprehension of the possibilities of 
British Columbia and the development to accrue from 
the building of the Canadian Pacific Railway. 

"The subsequent course of events has shown that 
British Columbia has not only paid its way in Confed- 
eration, but has contributed in forty years about 
$35,000,000 in excess of what it has cost the Dominion; 
that the Canadian Pacific Railway has besn instrumental 
more than any other factor in raising up Canada to the 
proud position which it occupies today, with benefits 
vastly greater to the rest of Canada than to British ~ 
Columbia; and that the Settlement Act gave a realizable 


asset to the Dominion thirty times greater than the 
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expenditure which it involved. 

"The “overnment of British Columbia submits as 
incontrovertible that the original and amended terms 
of Union having becn based upon assumptions which 
have proved groundless, and that as the very opposite 
of what had been anticipated has transpired, it is 
incumbent upon the Dominion, morally and constitution- 
ally, in the light of developments which have actually 
taken place, to now substitute fairer terms for those 
perforce made in anticipation of what did not happen." 

"In connection with the building of the Pacific 
railroad, it was claimed that British Columbia made 
an unduly large contribution. It was understood that 
the railway should be built mainly out of land 
subsidies, and that all Provinces through which it 
passed should contribute in a proportion similar to 
that in British Columbia. The forty-mile belt in 
British Columbia was intended to be used as a subsidy 
to the railway company and not fo be retained by the 
Dominion Government. This arrangement was subsequent- 
ly altered, and Ontario was not asked for any 
contribution in the way of land subsidy. Instead, a 
cash subvention of $25,000,000 was granted,and the 
completed portions of the railway handed over to the 
Company. Thus, British Columbia not only gave its 
lands to the Dominion, but also shared in the cash 
contributions on a higher per capita basis than ny 
other part of Canada, when the larger revenues accruing 
to the Dominion from this Province are considered. 

THE CHAIRMAN: "It was understood that the railway 
Should be built mainly out of land subsidies, and 
that all Provinces through which it passed should 
contribute in a proportion similar to that in British 
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Where do you get that? 
HON. MR.FARRIS: That is from the presentation at that 
time. That appears in this presentation. 

THE CHAIRMAN: You mean in this memorandum. 

HON. MR.FARRIS: In this memorandum, yes. 

COMMISSIONER DAFOE: I would say it is an inaccurate 
statement. I do not think there is any suggestion at any 
time that the easter provinces should make any direct 
céntribution of any kind to the building of the road. It 
was a burden intended to be put solely on the Western 
provinces. 

HON. MR.FARRIS: In view of the historical reasons 
for the construction of the road I would think that probably 
the sounder position would -be-that,it- would have -been 
unfair to make an unequal contribution. But again, I am 
only making this suggestion a it appears in our records, 
and I say as far as I am advised - I did not bring that 
particular document, - I would have put it that way. I 
would say this: The Imperial communications, to which I 
am going to give a reference later - the views of Sir John 
MacDonald and the other Fathers of Confederation, show 
that is a national, and more particularly, imperial problem. 
The construction of the Canadian Pacific Railway was an 
absolute necessity for Canada, and that it was for that 
reason this road was constructed, and not because of any 
paltry bargain with British Columbia. That being so, the 
real basis of this complaint is that under those circumstances 
the Western provinces should be held up for the lands, 
and the Hastern, rot; and that would have been a much 
sounder position than the one taken. But the complaint 
here is of equal force, although I do not think it is 


put in language that I would adopt. 
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With regard to the estimated oxpenditures and receipts 

in the Province of British Columbia, the Memorandum also 

stated: 

"It should here be pointed out that the figures 

given in the tables of receipts and expenditures as 
between the Province and the Dominion are not strictly 
a logical basis of a claim for Better Terms, because 
it is a variable quantity and may not be permanent 
in any sense. Besides, they do not strictly affect the 
relations of the Province and the Dominion as such. 
Their principal use is in emphasizing the peculiar 
Situation of the Province, and in demonstrating that 
the Province, instead of remaining a burden on the 
rest of Canada and as a particularly bad assct, has been 
contributing per capita far more than the inhabitants of 
the rest of Canada, and far in excess of what she has cost 
the Dominion. It is very difficult to analyze these 
statements. In them the cost of the construction of 
the main line of the Canadian Pacific Railway in the 
Province is not charged, because that railway is 
strictly a national undertaking and should no more 
be charged to the Province of British Columbia than the 
canals in Ontario to a similar accounting, or the 
Intercolonial Railway to the Maritime Provinces. On the 
other hand, the Province is charged with a number of 
items such as quarantine, militia, defence, the cost of 
the Indians, ctc». etc., which are matters for the 
protection and benefit of the whole Dominion. A contra 
statement was made by the Dominion and submitted to 
Parliament, in which the Province was charged with the 
whole cost of the Canadian Pacific Railway in British 
Columbia and one-seventh of the cost of the administra- 


tion of all the departments of Federal administration, 
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in addition to all othcr expenditures, of whatever 
naturo; in this Province. This is obviously 

absurd and unfair, and in a very simple way this 

may be shown. Since 1871 the public debt has risen 
from $115,500,000 to $475,000,000 in 1911. Had tho 
rest of the population of Canada contributed in the 
same proportion as British Columbia to the Federal 
Treasury - taking the average population over the 
whole period to be 5,073,845 and 152,594 respectively - 
instead of a total revenue of $1,847 ,997 ,480 in forty- 
one years there would have been a total revenue of 

45 186,674,660. 

"It may be stated in reply that there is no 
method of ascertaining the exact amount of the 
contribution in customs and inland revenue of a 
province to the Dominion, as imports charged to 
certain ports are distributed all over the Dominion. 
This is truc of such ports as Halifax, St.John, 
Quebec, Montreal, and Toronto, which are ports of 
entry for the Dominion, but practically everything 
entered at British Columbia ports is consumed in 
the Province. A little goes to the Yukon, and 
latterly a small business in teas and coffce is 
done in the Middle West through Vancouver and 
Victoria, but is insignificant as compared with 
the whole amount of imports. Up until 1898 until the 
Yukon was opened up, not a dollar's worth of imports 
entered at our ports was re-exported. Oriental 
and Australian goods destined for Hastern ports are 
not entered at Vancouver, but shipped through in 
bond and pay duty at the point to which they are 
consigned. Therefore, we have a pretty oxact method 


of comparing the contributions in the way of taxation 
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by British Columbia with - not any particular 
province - but the whole of the rest of Canada. 
And so, when we are dcaling with prcsont-day 
figures the same problom confronts us. Thon, so far as 
which are declared at this 
duty goes, goods arc now taken in here/port and -are shipped 
elsewhere, but professor Carrothers has analyzed that, 
and when we come to deal with that it may be well to 
bear in mind what we are dcaling with here, bocause it is 
shown that the position has been continuous, and at a time 
when we are able to prove that practically all gods coming 
through the Vancouver port were consumed in British 
Columbia. 
"British Columbia stands almost as a unit on tho 
Pacific Coast, and any small export from the Province 
of imported goods is far more than offset by imports 
of goods from the Zastern provinces which have 
previously paid duty there; but as has been stated, 
however, the whole matter of receipts and expenditures 
is mainly uscful as demonstrating the disadvantageous 
position of the Province as compared with other 
provinces, and demonstrating how thoroughly the 
original impression as to British Columbia's place 
in Confederation has becn dissipated by actual facts." 
It has beon stated by J.A. Maxwell in his study of 
"Federal Subsidics to tho Provincial Governments in 
Canada" that: 

"The unwarranted assumption was made that receipts 
from customs at the ports of entry in the province 
represented contributions by the people of British 
Columbia to the revenue of the Dominion. But it 
was certain that a large portion of various qrticles 
on which a duty was paid - notably sugar, tobacco, 
spirits, and wines - did not rem in in the 


province for consumption, and that, therefore, 
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the duties collected upon them did not bear upon 

the people of British Columbia." 

A study of the trade of British Columbia would 

indicate that conditions were such that only a 

comparatively small part of these goods would have 

been shipped outside British Columbia." 

What we say here will have to be supplemented with 
what is discussed lator, when present-day figures are 
being presented. 

"The disabilities of British Columbia were again 

urged at a Conference on Tax tion held in Ottawa in 

1924. In the interval the costs associated with 

the participation of Canada in the Great War had 

placed new financial burdens on the Dominion 

Government. This was recognized by the British 

Columbia delegation, but it was pointed out that, 

apart from the consequence of the war, " as a logical 

result of natural development, radical changes in 

the commercial and inéustrial life of the country 

have taken place. Consequently, the revenue arrange- 
ments, devised to mect the relatively simple 

business conditions prevailing at tho time of 

Confederation, are found, after sixty years, to be 

in need of revision to conform with the requirements 

of modern times’. 

"Particular stress was laid upon tho invasion of 
the ficld of direct taxation by the Dominion 
Government in imposing income taxes and other direct 
taxes on banks, loan, trust, and insurance companies, 
which had previously beon regardod, by common sonsent, 
as the exclusive domain of Provincial taxation. 
Although it was freely admitted that in this respect 


the constitutional powers of the Dominion are 
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unlimited, it was folt that this powcr, inasmuch 
as it drains the <ourece of Provincial revenue, 
should be used with duo restraint and only during 
the period of an cmergency”. 

In 1927 a further claim was made by British 
Columbia for readjustment of the Terms of Union. 
It was then statod: 

"In proscnting the casc of British Columbia for 
adjustment of the Terms of Union relating to 
subsidics, it will be readily soon that a grave 
injustice was committed through the misconception 
and” Leck’ or know ledge of the vast potontialitics 
and strategic importance of this province to the 
scheme of Confederation. 

"From time to time claims for adjustment have been 
brought to the attention of the Foderal Government, 
but only temporary relief has becn given. Our 
disabilities, however, are of a permanent character 
and can never be overcome under existing subsidy” 
arrangements, unless such payments arc progressive, 
increasing in ratio to growth as added respon- 
Sibilities accrue. In assimilating the ideas of the 
framers of confederation conveyed through the 
debates at the time, there was cvident a paramount 
feeling of paternal supervision permeating the 
minds of the Central Governmont. The conception 
of the subsidy idea gave no clasticity to the 
redistribution of surrendered receipts to meet 
the constantly growing requirements. 

"The system should, therefore, be revised to 
meapure up to the standard by which the torm 
Tsubsidy! should be ‘the cmmplex of those objects 
which in a givon economic area and in a given 


economic system have as their normal purpose the 
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facilitation of cconomie intoreourso (or transfor 
of valuos) between cconomie units, tho tangiblo 
embodiment of the oxchange value of ono objoct in 
torms of another, as requiromonts warrant and as 
the resources of the whole units combined will 
pemit, having rogard for the scrvices to bo 
rendered by coach's) In order:to do s04 axre= 
adjustment of the whole Provincial fiscal systom 
and their relations to the Federal systom would 
be necessary by clearly defined modes of raising 
revenuc, each Province to detormine tho method of 
taxation that would bring about the grcoatcst 
benefits to its cconomic development and progress 
radiating around the Central Governmont without 
confusion or overlapping. It is, therefore, 
suggested that the subsidy system be now adjusted 
as between the diffcront Provinces, as a nuclcus 
ef an interchange of values for the surrondring 
of the greatest sources of our national revenue 
reecipts, that of Customs and Excise, to the 


Federal Government.” 


Further representations were mado in 1934 to the 
Dominion Government by British Columbia with a 
view to socuring an impartial examination of the 
position of British Columbia in the Canadian 
Confederation. In a brief supporting this 
request the unequal position of British Columbia 
in the Confederation was pointed out. The disparity 
between the actual subsidics paid and tho revenue 
from the Dominion customs and excise taxcs which 
these subsidics wore supposed to replace was 
emphasized. Tho Dominion Government was remindcd 
of the agrcomcnt to appoint a Commission in 1913 


which had fallen into abcyance during tho War and 
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which had not boon rovived. The loss to the Provinco 
through the original financial agroomcnt was pointod 
out, also the inequality of tho treatmont of British 
Columbia in the mattor of debt allowance as comparod 
with the Prairic Provinecs. Attontion was drawn to the 
special treatment of Manitoba, Alberta, and Saskatchowan 
in the manner of return of public lands as comparod 
with British Columbia." 
That complaint was that thc Commission there was 
given authority to estimate the loss of revenue from 
theso lands while in possossion of the Dominion. In tho 
Martin Commission, dealing with the lands of British 
Columbia, no such power was given, and, of course, no 
such matter was dealt with in the report. 

"The annual subsidy of $100.000 granted to British 
Columbia in 1871 as compensation for lands conveyed 
was merely a financial device to give a plausible 
excuse for making a special grant to British Columbia, 
which was considered necessary even by the Dominion 
Government at that time for the proper functioning of 
the Provincial Government. This is another instance 
of the results of the policy of the Dominion Govern- 
ment in applying methods of financial adjustment which 
had been necessary compromises at the time of the 
original Confederation but which later only served to 
confuse the real issues and real necessities of the 
Westerm Provinces. These early compromises were 
elevated and transformed into principles, and this 
camouflage has been continued even in the more 
recent adjustments, and the failure to recognize 
the real necds of British Columbia has continued". 

THE CHAIRMAN: Senator, can you tell us whether it 


was as a result of the request of 1934 or the request of 


nial ‘ai ae aot ould + vig 


, 


| yan asi it oh shew: eee a dur ; 
‘pebetee. ait’ balay Dida t | hy! tiedue eunte bu 
i bergen’ ‘abane isk ‘net dumitoriny Ba “Eve ak’ ‘atladres | | 
 waddibanntey’ ai ‘ani rate ‘gotven Ee tononhy if" ‘ehowem een res 
hi sO He: Pe oe Pets iitedge & eee tt 4 cee ‘sence 
er ae VO hats tavheoen bomots aaon’ wie ‘dobdw. 
Date ‘giao bt mali nite ont, Kok ant teat ie st eieiiners v0 
odrenernak orden az’ dent » delameenaod! thboktvott: ead 
“hada qeteedil” gite xe \eokog! weld tho: oe dee oH to 
do Be" Pith einen" tsPohaa st i ebuild sia shtetaad ty: Foom 
os git 6 abhi ei as, Soutmorqheh wheeaeoen ‘aged bed 
‘Sema wen: posh ibotetn tee Hott mee Set nibibt Tauitigtco 
ei * abit abo) Bom bars eaweel ‘toed ite -seshaos 
| oameiy aia rita ‘iade; omar. .bovetyclt aha eew 
‘etay fos ‘Saetetgnibay, eral: sioner ial Bivtvore 

eal si li béviaty cing Meet math 

ON Higover, Oe: ‘Saleh oi ee . 

bent ae andl twit heh 


4942 


1935 that the intcrim subsidy of $750,000 was grantcd? 

HON. MR.FARRIS: As I undorgtand it, as these 
represcntétions were pressed during these years they 
included a request for a Commission which would not 
AnALAYy = Ting in the sense of for the time being - 
mako an adjustment of what was fair under thoso 
circumstances. My understanding is that the Prime Minister 
of Canada at that time acknowledged the grievances that 
British Columbia had, and he said: "We will allow $750,000 
a yoar until such time as a Commission will fix the 
amount with more definiteness". 

THE CHAIRMAN: My impression - and I want to see if 
it is correct - is that the memorandum the Government 
filed in 1935 for better terms, was filed after, and as 
a justification for the action of the Government in 
granting the $750,000. In other words, it was putting in 
writing the verbal representations which were made to 
the Government of the day. 

HON. MR. PATTULLO: Your Lordship, the representations 
that were made as a result of which this $750,000 was 
granted, was made before the Bennett Government. That 
would probably be 1934. A special delegation from 
British Columbia attended there, and the Attormey-General 
made a representation before the cabinet, of which The 
Right Honorable Mr.Bennett was the hoad. As a result of 
that, without any request from us, more than a general 
presentation, Mr.Bennett then granted to this Province 
an annual interim payment of $750,000. I have the 
correspondence if the Commission would care to see it. 

THE CHAIRMAN: I think we would be glad to sec it, 
Mr.Pattullo. 

HON. MR.PATTULLO: I will get copies for you, sir. 

HON. MR.FARRIS: I take it that was all you wished 
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on that, Mr.Chairman, at the Prosont? 
THE CHAIRMAN: Yes. 
HON. MR.FARRIS: I will continuc roading: 
"Representations wore again made to the Dominion 
Government in 1935, and a Momorandum rospocting the 
claims of British Columbia for better torms was 
prepared in ITurthor support of the requost for an 
independent investigation of tho position of tho 
Province. The request was still furthor pressed 
in 1936 and the unequal position of British Columbia 
in the Confcderation was again omphasized in a 
Mcmorandum stating the Provinee's claim for ro- 
adjustment of the Terms of Union. British Columbia 
was not granted a soparate onquiry but was assured 
that any statement of the Province's case for 
special consideration would be heard by this Royal 
Commission." 
I think that is as far as I neod read on those roprescenta- 
tions. Coming back to the brief, on page 7: 
Detailed consideration of reasons for re-adjustment 
for pritisn Columbia: 
The force of the claims made during the past forty 
years is strengthened by an examination of the 
present condition of the Province, its relationto 
the Dominion, and by a comparison with the other 
provinces. 

It is proposed now to return to the six reasons 
heretofore enumerated on pages 5 and 6, and deal with 
them in detail”. 

On page 5 we say this; 

"Tt is submitted that British Columbia has a 

special case for the consideration of the Commission 


which stands outside the general claims of other 
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provinces and which entitles her individually to 
have a readjustment with the Dominion. 

One: "The grant allowances from the Dominion are 
inadequate in relation to the present cost of 
the administration of government in the Province. 

In dealing with this problem, consideration must 
be given to the cost of municipal government. The 
divisign between the Provincial Government and the 
municipalities of the taxing powers given to the 
Province under the British North America Act is 
wholly a provincial problem, and it cannot be 
ignored in an analysis of the provincial tax 
structure or in estimating the total provincial 
annual expenditures. The burden of the apportion- 
ment of governmental administrative duties and 
the division of taxing powers between the Provincial 
Government and the municipalities must be assumed 
by the Province. It is the same people who pay taxes 
to the Province and to the municipalities. The 
duties imposed on the municipalities are divided 
into two classes: (a) Powers given which they may 
voluntarily assume. (b) Obligations which are 
directly imposed on them by the Legislature. 

(a) Powers conferred are set forth in Part V., 
pages 205 and 207. While these powers are 
voluntary, they are in substance compulsory 
as of necessity. 7 

(bo) Obligations imposed are set forth beginning 

at page 205 of Part V. It will be seen that 
all powers and obligations in both classes 
are essentially part of the provincial 
administration of government, and the sources 
of taxation are part of those conferred on 


the Province by the British North America Act. 
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Tho details of tho forms of municipal taxation are 
Sot Torin in rarv Vas beginning at page 213. 1t is 
to be noted that over 90 per cent of the revenue 

raised comes from levies on land and improvements. 


At page 220 is sct forth the cost of social services." 


I think porhaps the Commission might wish to take a 
cursory glance at these provisions that aro given here. 
ict us go back to the powers that are termed "voluntary!, 
on pages 205 and 207. On page 205 you will ses at a : 
glance the acts that are outlined, which doal with the 
municipal problems, and the burdermsin whole or in part 
are on the municipality. 

THE CHAIRMAN: Do the municipalitics in British 
Columbia administer the Liquor Control Act? 

HON. MR.FARRIS: No, the Liquor Contro] Act is 
administered in British Columbia by the Province. The 
municipaliticos arc givon a certain portion out of the 
Liquor Control] Act revenue. 

THE CHAIRMAN: "Cortain compulsory duties are imposed 
by provincial statute upon tho municipalitios. I was 
wondering what dutics wero imposcd? 

HON. MR. FARRIS: The duty would be the general 
dutics-.of enforcing - police work inthe city, - the 
enforcement of law. Thore has been at times in the past 
some support to the municipalitics by tho provincial police, 
but speaking gencrally the enforcement of the Liquor Act 
in the municipalitics is the primary responsibility of the 
police of the municipality. 

THE CHAIRMAN: Just so ono will understand it a little 
better, what dutics are “mposed by the "Municipalities 
Incorporation Villages Act". It docs not help one much 
to have the mention of the Act unless the nam of it is 


self-explanatory, such as the "Mothers’ Pensions Act". 
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HON. MR.FARRIS: Mr.Chairman, at a later datc I am 
going to dotail a little moro tho financial quostion. What 
I am submitting now is simply a prcliminary proposition. 

It is woll known anyway, but to kecp the continuity of 
argument one mentions these things, and what I am submitting 
now is this proposition: That theso are all csscontial 
duties and the sorviccos of Government in the province, 

and thercfore it is logical and proper that when we comparo 
figures of cost of government in the province today 

compared with 1870, for instance, that it is not onough 

to merely take what appoars in the budget of tho 
legislature, - of the Finance Minister, but that myst be 
supplemented by the budgcts of the Municipalitics carrying 
out functions just as much provincial in thcoir constitutional 
aspects as those administered by the legislaturo of the 
province. 

THE CHAIRMAN: That is quite true. 

HON. MR.FARRIS: Dr. Carrothers has callcd my 
attention to what might be taken at a glance now,on page 
262, Ino appendix, "BM, ino which this Dsisetvout’ 

"The voluntary powers of the city and district municipal- 
ities,” and it runs over to page 270. 

To answer your last question, Mr.Chairman, appendix 
MOM. art page 268, deals with the Voluntary Powers of the 
Village Municipalities. 

THE CHAIRMAN: Your proposition is a porfectly sound 
one, taking into consideration the obligations the province 
is discharging. You must include tho municipalitics in 
order to get at the burden of administration. 

HON. MR.FARRIS: Yes. And in many cases they are 


divided. Some of the burden is earriod by tho municipal- 


itics and somo by the provinee. And in addition to that, 
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thero are changes in policy of tho samo government, or 
differcnt governments, and responsibilitics are at somo 
time put on the municipalitics and in somo cases incurred 
by the province,-and sonctimos passed back to the province . 
It is a question of intorior organization as to how the 
burden is carricd. But the division of powers in 91 and 
92 is only betwecn the Dominion and tho province; the 
municipality as such is not known in those constitutional 
divisbns. That is a special provision ercatcd by the 
provinee itself, and is merely a detail of how they 
administer the scrvicos that are imposed upon thom under 
the B.N.A. Act. Of necessity, all those items must be 
included when wo arc making a comparison. That is as far 
as my proposition will go at tho momont. 
Another qualification that I make on page 8 of my 
Deets 
"In the comparisons to be mado it is to be noted 
that the figures of municipal expenditure of 1872 
are 'estimated'. There are no actual figures available. 
At that date Vancouver did not cxist and Now Wostminster 
and Victoria wore the organizod municipalitics. No 
borrowing powers were granted thom, and no mandatory 
duties were placed on them. Consequently, it is 
believed their cxpenditures would not bo 25 per cent 
of thc provincial expenditures." 
For the purpose of gotting some kind of approximation 25% 
is assumed. Then I give for your consideration those figures, 
based on the proposition we are dcaling with; that is, 
that the grants arc not at all in proportion to tho scrvices 
that now have to be assumed. 
In 1872. The Provincial Annual Expenditure $604,369 
Estimated Municipal Expcnditure _151,092 _ 
| 755,461 
1872 Fodcral Grants to British 
Columbia 214.000 


The grants woro ncoarly 30 por 
ecnt of the oxpenditurc. 
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1935-36 Provincial Exponditures $23 ,243.000 
Municipal #xpcnditures 28 ,442 ,000 
51,685,000 

1935-36 Fecdcoral Grants W6e4 DOL 


The grants woro only 3.1 per 
eent of tho cxpenditurc. 


The porcentage of the grants to the cxpenditures 
has thus shrunk from nearly 30 por cont. in 1872 to 
about 3 per cont in 1936. [It is to be noticod 
that tho 1936 grants include the allowanco of 
$750,000 made by the Dominion for the first timo in 
1935 and which was given as a proévisional additional 
allowance until such time as full inquiry should 
determine a more permanent basis of contribution. 
It is also to be borne in mind, as will hereafter 
more fully appear, that this reduccd percentage in 
the grents has diminished as other sources of 
revenuc have been increasingly drained by the 
Dominion or exhausted by the Provinee. The stage 
has now becon reached when the available rovonuc is 


not sufficient to mect the oxpenditurcs. 


TH CHAIRMAN: Have you anywhere in your briof a 
comparison of figures corresponding with tho other provinces? 

HON.MR.FARRIS: No, I have not got that. I think 
the Commission, as thcy go to other placcs, can collcet 
thoso and after they arc collccted wo would be vory glad 
to have the benefit of that for later discussion. 

- HON. MR.PATTULLO: If I might intcrject at this 

point, I am not suro whethor it was in conversation or 
by lotter from the Right Honorablo Mr.Bennctt, which only 
justificd the giving to British Columbia of this $750,000. 
If I have it by letter I will furnish that also. 

HON. MR.FARRIS: Mr.Chairman, that docs, of courso, 
suggest that our text is the spocial caso of British 


Columbia.One cannot be too rigid in making the distinction 
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betwecn when we are discussing a special caso and whon 

we are discussing what might be part of a gonoral case, 

in common with othor provinccs. I mean to say, if there 
was a point in doing it, one might split it up so that 

the line would woave in and out until all tho distinctions 
wore madco. I have not attcmptcod to make it that fine 

in a. Sifting process, but I think that on, the whole 

I have kept within the classification that I am trying to 
make. 

TH CHAIRMAN: Like in tho case of a lcgal argument, 
wo should hoar the wholo argumont, all the facts, and we 
have to sift out and apply .. to the particular contention, 
those matters that are properly applicablce. 

HON. MR.FARRIS: I would not want it suggestcd to me 
that I am unduly lcaving anything to the board to sift out, 
but rather to say two things: First, that thorce probably 
will bo a time when the Board will have matocrial assombled 
by the different provinecs that one provinco does not have 
immodiately available, without duplication of offort. 

The other answer is that there may bo times whon it is not 
material to go to the effort to clearly dofinoe just which 
heading your argument is under, bocause it is the samo 
argument whichcveor heading it is undor. 

THE CHAIRMAN: I would think it would appoar that 
all the provinces boar great similarity in rospect to tho 
pereentage of grants to the total oxpenditurc,- compared 
with the perecontage which it boars, has changed cnormously. 
L think it is true of all tho provinces, and it maybe 
a gfound for a gencral revision perhaps more than for 
particular treatment of one provincc. 

HON. MR. FARRAS: In that caso, it would probably be 
fair for our caso to be prosented in this way and say 
you Bake confino your request to a goncoral rovision insofar 


as it varies as botween this and other provinces, because of 
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spocial conditions. Only to that oxtcnt should it rocoive 
spocial considoration. But I do not oxpoct that tho 
Commission will draw a distinction as closo as that. 

THE CHAIRMAN: Tho logical rosult of that argument 
would be in the case of cach province that is groater 
than the minimum it should havo some spocial consideration, 
would it not, Senator? 

HON.MR.FARRIS: I think not groator than tho minimum; 
greater than the averago. 

COMMISSIONER DAFOE: Greater than tho standard, what- 
ever it might be. 

HON. MR.FARRIS: I should think greater than the 
avorage. 

THE CHAIRMAN: It is difficult to separate this 
argument from a goncral argument. 

HON. MR.FARRIS: It had not oecurred to mo so 
particularly hore, tus it has that.-cffect.. It is also 
true, when we are talking of the general argument - it is 
particularly truo with regard to our special argument, 
but I do not think the Commission should unduly worry 
about that, if you permit me to put it that way, for this 
reason: That if the position is sound, if we make our 
case sound, it may be necessary to use all these diffcsrent 
items to illustrate the position of the casc that we have 
to make. But onec the case is made out it is going to be 
adjusted on broader lines, with more details of these 
broad problems. That is why I think that the details 
are essential in showing the figures, but when it comes 
to the adjustment that it will be ironed out on broader 


lines, and for that reason it would not be so material. 


(Page 4950 follows) 


ents ovennqeon spt ‘Robiense ‘gt a” 


. 


eyes fm 


0% ots uF ‘bom r 


i 
an ies as ewe! oe g| 


pete at ¥ P99 ; 
ei $4 ~ Seoaute Larepop ont ko satsfot ore ow ‘aod ‘eure: 


aes 
} Fiske Fete wy 


tapas fsteoge ww ot bisgot diy outs tiatwobtaeg 
“ @rérow whoa b (Horta eofaetomoS enti siabelt, ton ob : ud 


Ahn ‘ 
ae aie 


Side Ot +tew tai ce a of om Simiag oy 2 aad tuode 


Pa 
* pe er re 


> thosuspre: Letoweg ‘s at Saoagre Wap 
po, fon Dad #1 TenImAT. WOH a 
ha@hhe.tedd ead he get .otod. ‘ixolvonizeq ay) 


* een) ool st ow ‘oe + AO. at aatstRog oat ay tacit :RORSOT i 

toorokt Ab seed the, sey oF: CHARS DOB f od West ‘sh Soe aga, 

owed Ow ds ent (98R9, ong <O.cobttaoy ont oberveuLt E ‘ot ‘ent | 

od by ato, at st ito, Rica d Bk. O88" ont ‘oaro +a salen a : 
eaurit ‘be ‘atteton pipe dihier.  aontt nobsord no boseugpa, 
Lindab oat bade. Mn bae a ety at tedT emakdoug ‘Beoxd 

eomoo” 3£ non” Sue aon). etd ‘sa bwoite at telenosnn one 
nohserd eey #0 Sonne .ad Shite tt deetd tacatentbs ont oF 

Antcotaa oe od tox, Biisowe. $i noenon tags ‘got baie. -eenst H) 

(ave ftot 020k eget) sa as 

Pe Cay te Br i) a ce 

a aa : ue ; ae 


4950 


"Tt is interesting to note that in the debates on 
Confederation, Sir alexander Galt stated, referring 
to provincial expenditures: "If the men in power 
find that they are required by means of direct 
taxation to procure the funds necessary to administer 
the local affairs, for which abundant provision is 
made in this scheme, they will pause before they 
enter upon any career of extravagance." 

I am citing this to show what a lack of prophecy the 
gentleman had. 
THE CHATRMAN: He was a poor prophet. 
HON. MR. FARRIS: There is no doubt about that. But 
while he was a poor prophct,that does reflect the views 
of that time as to what was being given and how adequate 
it was considered as of that datc,. 
THE CHAIRMAN: It shows in those days they valued 
money more than we do to-day. 
HON. MR. FARRIS: Yes. Well, they thought in smaller 
sums of money. 
THE CHAIRMAN: And people were more afraid of taxation. 
HON. MR. FARRIS: I would not like to say, Mr, 
Chairman, that they valued money more but they thought 
in smaller terms. 
THE CHAIRMAN: They appreciated the value of money. 
HON. MR. FARRIS: That is different, I am afraid 
that the value of money is more in the minds of men to-day 
than it was at that time. 
THE CHAIRMAN: I mean they appreciated the value 
more, not valued money more. 
HON. |\MRavRARRISs: Yes; but what Levon Citing oils tor 
is not that aspect of what he said, I admit that was the 
purpose of his statement, but it was the incidental 


statement that he made that I am extracting information 
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from. He made incidentally, as to his predictions for the 
future, he made as a premise the proposition that the 
allowances given to the provinces are abundant provision 
for the schemes that are being given to them. He regarded 
that as a basis on which to make the prediction and it is 
for that reason I am giving it, to emphasize the fact that 
the framers of the Confederation Pact did think with the 
obligations that the provinces were taking over, the 
limited conception they had of what these obligations have 
developed into, that the financial scheme was really 
adequate to take care of -1t. 

THE CHaTRMAN: You mst also read in connection with 
that the view they already suggested, the view of the 
functions of the provinces, They envisaged the provinces 
exercising very much narrower functions than the provinces 
now exercise, and they envisaged the Dominion exercising 
wider functions than the Dominion could exercise under 
its Constitution, Undoubtedly the provinces have fought 
for this larger power throughout and they have got it 
and now find they cannot afford to carry the burden of the 
enlarged powers and that is one of the problems we have, 
to tell how they are to be dealt with. | 

HON. MR. FARRIS: Quite. I put it both ways in the 
proposition, I am saying here that the grants and 
obligations are out of proportion, You could put it both 
ways, you could say the grants are not adequate for the 
Obligations or the obligations are too great for the 

grants, A development that the framers of Confederation 
failed to appreciate is undoubtedly just what you have 
said, they never aopreciated for a moment the tremendous 
expanse of the developments of social obligations that we 
were going to have in this country. 


THE CHAIRMAN: Or the extension of provincial powers 
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into fields which they thought the Dominion would exercise, 
However,we will not go into that. 

HON. MR. FARRIS: That raises another question. 

THE CHATRMAN: Quite. 

HON. MR, FARRIS: I noticed that Mr, Major in 
Winnipeg, I was there when he made his presentation, he did 
put it on that ground that the judgments of the Privy 
Council had in fact iegislated to extend the powers of the 
provinces, My brief does not -- 

THE CHAIRIL:N: Does not deal with it? 

HON. MIR. EARRIS: Does not deal with it. If it did -~ 
one is sometimes a little at a disadvantage in speaking 
for a governinent of which he is not a member -- I can speak 
at least personally. I am not prepared to acopt Mr, 
Major's statement to the extent to which he has pressed it, 
and I go by this, not on any specific instructions, but 
judging by the cases that this province has supported in 
the Privy Council having regard to the division of powers 
between sections 91 and 92, I would say there was a 
definite line of cleavage between the view taken by 
Manitoba and the view taken by British Columbia, But that 
is only a question of where to put the explanation. 

THE CHAIRMAN: Quite. 

HON. MR. FuRRIS: It has no relation whatever to the 
fact that exists, it is no modification of that whether 
you put it on constitutional grounds or merely a 
development errva-social consciousness in the community 
or both, the results are the same, and everybody must 
agree that the obligations of to-day under social 
legislation are away beyond the remotest dreams of those 
who framed the British North .merica ict. 

THE CHATRMLN: There is no doubt about that, 
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discussion of that, I make this comment on that observation: 
Making allowance for every extravagance which may be 
charged against British Columbia (which is a charge 
also open to the other provinces and to the Dominion) , 
these percentages indicate how utterly inapplicable 
to the arrangement with British Columbia was galt's 
statement as to “abundant provision." it another 
place he stated: “independent of the 80 cents per 
head which it is proposed to allow the local 
governments out of the general exchequer, for the 
purpose of meeting their local expenditures." 

That is only part of a statement but he says these words: 

"For the purpose of meeting their local expenditures"; 

showing he had the sane view. 
‘These local expenditures include such items as the 
administration of justice, the support of education, 
grants to literary and scientific societies, hospitals, 
and charities, and such other matters as cannot be 


regarded as devolving upon the General Government," 


That classification is very interesting when you come to 
look at our Volume 4, taking those very headings, "“Adminis- 
tration of justice, the supoort of education, grants to 
literary and scientific societies, hospitals and charities 
and such other matters." Taking that group and turning 

to Volume 4 or Part 4, which is the social functions of 
government, for convenience in studying those I have made 
a slight analysis for reference to the pages in this page 
9 of my brief, Page 162 of the main brief you will find 

a classification of four sub-divisions, social services, 
unemployement relief, cducation, administration of 
justice, ind this does have something to do with this 
question of the Privy Council, Mr. Chairman, because it 


is not the Privy Council that made this classification, 
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it was .lexander Galt at the time of Confederation, when 

he made “education, grants to literary and scientific 
societics, administration of justice,hospitals and 
charities and such other matters." Now, that was the 
conception expressed by Sir ulexander Galt at Confederation 
times. 

THE CHAIRMAN: Yes, and which undoubtedly would be 
true of any interpretation of the B. Ne Le ict. 

HON. MR. FuRRIS: Quite, yes. Now, taking that, we 
take those same items, oe unemployment relief was not 
specifically in mind at that time, but taking those four 
items, education, department of justice, unemployment 
relief would certainly come within the general classific- 
ation"hospitals and charities or such other matters." Then, 
they are divided up in the analysis of our brief, first, 
social services and there are three divions of those 
services with an analysis of them at pages 85, 86 and 98 
and I think it is important that we shouldget a glimpse 
of those. Social services are divided up first under 
general and protective. While those are minor ones, they 
are the formalities, they are outlined there: The Provincial 
Secretary's Office; public inquiries into social questions; 
inspection of apprenticeship; infants!’ act; official 
guardian -- these are the administration of those acts, and 
the total under that has increased from $2,800 in 1876 
to $371,000 in 1936. You can see how many times they have 
multiplied, that rate at the end at the righthand is the 
increase in times, increased two times,that increased twice 
again, twice and a half, and that total increased three 
times and so on. 

THE CHATRMAN : That includes some portion of the 
unemployment, does it? 


HON. MR. FARRIS: No, I would not say so. 
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THE CH.IRM:AN: id of Youth Employment, what is that? 

HON. MR. FARRIS: That does not include any unemploy- 
ment. Those items, Mr, Chairman, are largely administrative 
1bemss You see, Provincial. Sécretary4 s Offices Public 
Inquiries into Social Questions; Insnoction of Apprenticeship; 
Infants' zct; Official Guardian's ict." Those are all 
administration acts. "Factories Inspection; Mines Inspection" 
and so on. i411 those items all the way down you will find 
they are comparatively small items, the importance of them 
is not so much the totals as it is the percentages in 
increases from $2,800 to $371,000. Doctor Cheroehe ns calls 
my attention to the fact that I did not catch your question 
entirely. The question of apprenticeship, that deals with 
the Aid of Youth Employment and not a question of unemploy- 
ment. | 

THE CHAIRMAN: No, but itis under the general unemploy- 
ment administration, is it? Is it part of the scheme 
suggested by the unemployment commission? 

DR. CuRROTHERS: No sir, that was used to set up 
an apprenticeship system in the province. 

THE CH:TRMAN: Quite independent of any recommendations 
of the unemployment commission? 

DR. C..RROTHERS: Yes sir. 

THE CHAIRMAN: Thank you. 

HON. MR. FaRRIS: Now, the second item -~ we are dealing 
now under the heading of social services, the first was general 
or administration. The second heading is medical and you will 
find that on page 86. The following items are included under 
medical social services, and you can see the outline of those, 
and then a table that covers those on page 87. They have 
increased from $22,000 in 1876 which was the earliest year 
we had figures of, to $2,114,000 in 1936. That is the table 


at the top of page 87. 
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THE CHAIRMAN: What is meant by that "Resident 
Physicians?" 

HON. MR. FLRRIS: That deals with outlying districts 
of the province in regard to medical provision. 

THE CHATRMON:. Health services? 

HON. MR. E:sRRIS: Health service, yes. 

THE CHATRM/N: You have not established health insurance, 
have you? wt least, has the ict come into operation? 

BON. Me.. 2. TTULLO. “Not yes. Lt is just there in the 
meantime, your Lordship, the Commission. 

THE CHAIRMAN; It is like Mohammed's coffin. 

HON. Mr. PsTTULLO: The Commission exists, an ict was 
actually passed but it was not put into force. 

THE CHATRMN: Then the cost of health insurance would 
not form part of theso items? 

DR. CaRROTHERS: Yes, health insurance is mentioned in 
the items. 

HON. MR. FARRIS; That means the organization that was 
set up under that ict, 

THE CHAITRM:N;: The organization set up? 

HON. MR, FARRIS: Yes, although it has not reached yet 
the stage when it is functioning as a health act, but the 
organization is there, Then, going back to our plan again, 
we are dealing with social services... Now, the third head- 
ing under social services is charitable. First with general 
and then medical and then.charitable. You get that at page 
98 and an outline of the general group appears at the top 
of the page; Welfare Branch; Destitute Poor and Sick; 
Burial of Indigents; Grants to Aid Societies; Provincial 
Home. for the aged; Old uge Pensions; Mothers! Pensions; 
Superannuation and so on. That has increased, Mr. Chairman, 
over the same period of years from $14,000 to $1,635,000. 


It increased seven times in one period and that again increased 


F et es Sr ede a ee ee ee v yy 
RE ALE ef Pent she by ait Pee 6. Host, a a - 


; H iu " & ‘ ws ‘ a 7 i 
obisiego admit ames Ton dei as 


wey ad pts a ee “4 Rig ae 
Hehe ase ba ek es ih | 
- - 
if Oh i 
: Page Pete antes tat 
A AD Meo pes ms rec EPS 
% Lh hah 
] ~~. 
oa 4 . ae ts teh “) ce 27¥<¥ ¢ i ; ex ase 
4 +r Eo DOG. ef bosuassiob na Mt aha 
a : | : 
" 4, 3 
ot 
L 


‘ 
4 % i ee n , > > cul 
eG (OTE iF A atin poy 
$ f 
Ware PNY eno Vaan. Op eee Sb ad tat 
Ol tA wena: on re te ee inane net Pus 
oe ID i i es Ohh) ay te i Tas DB fe ot th ‘ Sit P2e oa athe S? my > 
Chins ula! aa m f 

a peu . 
‘ Binet Mi), pied and 


" 4 ig ght cee 4 * a om Pa 1g oe a ee ey ake stg ‘ 
Hy ee ae IQ d SAE ah SOURIS Se tees ig Reem: Jae IRS 
{ : 


; : 
: ey, tes BU P 
eG pyar PER ey ese yy eg fis Htc p eRe et feAAOT y Sasit 
\ hae Pp aes ai se 


on Brn sek as de Ps ail ; 
Sie Pes MOLE age Fekete pall 


. 
Pi e . “ay 
he at a ORs bt cto UE & Pa ee hs eae ea er 
os La 8 eye ae] werk pet 4 330 de oe aA erie B 
n 
tr LB de Oy aire nes. * oy dq Peewee 
om DEVO: weet ‘7 as. west’ Cay eka SPs i 1 OR 


>. af 
BY 
ear Bars Fi Ast Dott? 1 RAS sy or py! tat Vi ia peut 4 ty “ae ai 
u SPEAR AR RAD OR Be 10% ire pale Sf oa) ps ry) 
‘ E a6 
“Oe Ads “ie - 
fl. COs off, Pe i iy nage ow, .Lt 
} : ' x 


Ps 7 ig EE Bee oat otusttnot 

yi Ls fos frog ieé.bio ted. bis art 

y Serene ee ot Oa a be rw ey | i’ 

| steer aaron earner) 

. y A tana tad . ead iaewircgat B= 4 se28T. VF keem 
sBB0, % Sas of 90 ptt nts 4 


ae 
Me 


ey ae bil 
Le 


creel 


three times, that increased three times and that total 
increased six times and then the final total increased 
nearly twice. 

THE CHAIRMAN: I notice it has doubled from 1926 to 
1936. What would be the particular cause of that? 

HON. MR. Pi.TTULLO: Your Lordship, it would be the 
very rapid increase in old age pensions and mothers! 
allowances. 

HON. MR. FaRRIS: Mothers! pensions were started before 
that and they have extended of course very much since that. 
I think mothers! pensions were started in about 192l. 

HON. MR, HART: They took it off the municipalities 
and it would shovup here.) 

HON. MR. FARRIS: I think mothers! pensions were brought 
in about 1920. 

HON. MR. PuTTULLO: is the Minster of Finance points 
out the municipalities were relieved since the present 
administration came in office of any payments in regard 
to mothers! allowance, 

THE CHL.IRMAN: I didntt catch that. 

HON. MR. P.TTULLO: I say the municipalities formerly 
contributed to mothers’ allowances but they were relieved 
of that responsibility and it is now on the province. 

HON. MR. FARRIS: That might cause some inconsistencies 
in those figures but not in the total results I don't think, 
But whether they are on the municipalities or not the 
results should be the same, in the end, 

THE CHalRMAN: Except this is giving provincial 
expenditures and not municipal. They might vary but probably 
not very materially. 

HON. MR. E\RRIS: Yes, Mr. Chairman, It might create 
inaccuracies. in the time when the doubling took place but 
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now carrying on were in cxistenec,cither mothers! pensions 
or old age pensions, Compare 1916, that is only twenty 

odd years ago, $138,000 as against $1,635,000 to-day. Now 
whether the balance between the minicipalitics and the 
provinee is maintained or not is immaterial, but those 
Pacts. ere unchallenged. | Super-annuation has developed, as 
Dr. Carrothers suggests, very much in that period, too. 
First we are taking social services, we have analyzed 

social services in thes threes groups, the gcneral and ad- 
ministration, medical and charitable, and in each of those 

I have shown you the tremendous, repeated doubling and three 
times and four times of the cost over that period, until 

it has jumped up to these cnormous figures. And then the 
next one is unemployment relief and some information is given 
there at table 56 page 107 and page 108. You will sce that 
table on page 108, table 56, Mr. Chairman, in which in 1935 
and 16, which is the ycar I have been giving in these others, 
the municipal expenditure was $1,474,000 and the provincial 
$7,575,000 or a total for the province of $9,000,000, That 
is materially less for the next year. Now, going back only 
£011920, thevitem for that period so far as it was known ; 
to municipal is not there, it was only $56,000 provincial, 
and if we go back to the days of Confederation, 1871, I 
don't suppose there was an item for it. 

“THE CHATRMAN: It would be the indigent, whatever the 
care of the poor would be. 

HON. MR. FARRIS: Yes, iL) 

THE CHAIRMAN: Just a matter of curiosity, what was 
the basis upon which the Dominion contributed to unemployment 
relief in 1921 and "22? 

HON. MR. HART: There was not any given by the Dominion 
in 19eUa started ini1930. 

HON. MR. FARRIS: The Auditor General's report in 1921 
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and *22 shows an cxpenditure for unemployment in some form 
of $91,000. 

‘THE CHATRMAN: The following year $103,000, 1922 - 23 
$228,000. | 

HON. MR. FARRIS: And then it disappears. I would have 
thought that.that must be same -— we will get that but you 
Will notice that is at the end of the war period. It may 
be that had some relation to returned soldiers! problems. 

THE CHATRMAN: I was notaware that the Dominion had made 
a direct contribution to unemployment, as such, prior to 
this. 

HON. MR. FARRIS: I think that is what it must be. 

HON. MR. PaTTULLO: I was a member of the administration 
at that time and I do not recall them having made any general 
contribution, I think there must be some special reason, 
probably in regard to returned soldiers, and we can get the 
information, Doctor, 

DR. CARROTHERS: Yes, we are getting that. 

HON Mine PARRESe TO Unink that is ail t need 'to. say 
about unemployment for the purpose for which we are now 
using it. We are getting the picture so far as British 
Columbia is concerned over the years of how our social 
services have expanded. 

Education, There is a table at 74 you might look at, 
Pound vat page lA2 and. 3, ; 

THE CHAIRMAN: Of course, to gct even a relative 
basis, Senator, you would have to take the population into 
account in these different periods. 

HON, Mii. SAthios, Yes, wnauere urte., 1, Oust DopuLatlon 
had kept pace with these figures it would have been a very 
different situation. 

THE CHAIRMAN: But it would be interesting if Dr, 


Carrothers would put opposite those figures what the result 


‘ot wot sffoue as 1 enetted ane 


dey 
air Ds r 


i= : ett , ; a oe Poe Sa ee (Aiton paver 
; : ; aes ri eT ot ‘ hast ole 


a 


08 8 hun (ad tt a dete aos x 
ho tganté fs ba pe Bp" sche. B new ae 
Kecdneg its, ob 

ptonsds 


: y 7 7 i oe 
ade Fas wes sy; eee ee S.L0% i entutox QF: igor at a 


VIRAS anivdon ote ow a6t eae ae 
yao oo Hews a fix Gi Pads satay yy (eDaRAT rr fi 
wont. cite te ate kitve reo ge 20g ML OT ‘203 sneonyelqnestt + 


Le Je 
yy 


hai me tar OA otnte AK ont writd tog ote Po ath yi 


fAiooa duo wék To exper ond eave honcbendé. we arenas 7 
: ee a 


vbobasaxe evad aoa 

eee hy Me, / 
‘995 Hoot digix poy HP ta olds? # ‘et onedt oianalath 4 ae 7 
| Non pak a ial sat ged fe a Be . 


* ; a : ni : 


eviseloe 2 a0v0. ae ot eins to MAMAAO basa Ort 


a * - 
oor? rot 
me 
4 LV = & 


4960 


would be on the basis of population. The population has 
increased very rapidly in the past few years. 

HON. MR. FARRIS: The population was 35,000 in 1871. 

It is to-day, I think the last figure we give here was 
780,000. 

DR. OCARROTHERS: That is at the end of 146. It is more 
now » 

HON. MR. EARRIS: Well now, glance at these figures 
in regard to education, page 143, table 74. The cost was 
$41,000 in '72 and $9,000,000 in *32-'33., I don't know why 
the figures stop there, do you know Dr. Carrothers? -— I 
was a little at a loss for a moment as to why we stopped at 
732 — *3% but I think we were giving them in five ycar 
intervals and at the time this was drawn the next five 
years: had notimaterialized, butithe figures would be all 
the more striking if the last ones were in, 

THE CHAIRMAN: What was the por capita? 

COMMISSIONER ANGUS: On the next page is that comparison, 
page 144, 

HON. MR. FaRRIS:-.It is practically the same. 

THE CHAIRMAN: Looking at that, Senator, the per 
capita expenditure in 1872 and '73 was say $40 per capita 
on the enrolment basis. 

HON. MR. FARRIS: It will be very simple to work that 
out and give it to you accurately. We will work that out 
and give a memo of those percentages more accurately. 

THE CHAIRMAN: It gives a fairer view of the increase 
if you take into account the increased number in attendance, 
because that indicates the increase in population and so on. 

HON. MR. FARRIS: Yos, that is right. It depends ror 
what purpose you are using it, Mr. Chairman. When you are 
comparing it to the grants, that is the increase of grants, 


the per capita increase is hardly -- 
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THE CHAIRMAN: You get a subsidy on the per capita 
Pisurose. 

HON. MR. F..RRIS: Yes, I know you get the subsidy on 
&@ per capita basis, but it produces a certain amount of 
money. Now, in 1871 a certain sum of money is produced 
on that basis and you spend so much. You go seventy yoars 
and you get a certain sum of money and you spend so much, 
and it is the difference in the grants and the expenditures 
that is really where the shoe pinches. ind for that reason, 
for the purpose of my present argument, while the other is 
highly instructive, for the purpose of my present argument, 
that is material, particularly the variation between the 
money received and the expenditure in 1887 and the moncy 
received in 1936 and the expenditure in Ls You have 
already had the expenditures and the receipts. Now these 
are itemized to different expenditures we have had to make, 

idministration of justice, on page 160. That covers 
the analysis on these headings. 

HON. MR. PATTULLO: The Attorney-General's is quite 
an expensive department. 

HON. MR. FARRIS: This was onee an economical depart- 
ment, I am not so sure now, The totals are not given in 
detail as they were in the others, The principal items 
involved appear on page 161 at the top of the page and this 
note is given that a comparison of the total cost of all these 
services per capita of population in the province, from year 
to year would show that the cost of this group of services 
has increased relatively less than other social services. 

COMMISSIONER MacKiY: It is given in this long table 
ay Che vend ys "1G °not? 

HON. MR. F.aRRIS: Yew. 

COMMISSIONER MacKsY: Table 86, at the very bottom 


of that long sheet? 
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DR. CARROTHERS: Page 169. 
THE CHAIRMAN: It scems to have run up like the others, 
HON. MR. FARRIS: The total was $59,000 in 1876, in 
1936 $1,309,000. That department has shown substantially 
less. Unless, Mr. Chairman, you wish furthcr discussion 
av this stoge on that J think that.ds.\sufficient. ., That 
emphasizes what we all knew bcforo but what appears very 
Vividly in that analysis. 
Now, I want to read an cxtract from the comments of 
Sir Wiel tri dLauriver, 
THE CHAIRMAN: Reading From your, priLeL? 
HON. MR PARR Si, Yose ab page 0.0 ..1n, 1909. im the 
Housc of Commons Sir Wilfrid made this statement: 
"Lower Canada would not have centered confederation 
if as a consequence she had been obliged to resort to 
direct, taxation to, levy the revenues) necessary to 
carry on her domestic affairs. What was true of 
Lower Canada was cqually truce of the Maritime 
Provinces; Nova Scotia, New Brunswick, and Prince 
Edward Island would not have agreed to enter into 
confederation if as a consequence direct taxation would 
have, vOnpe. resorted. com avevery Sines. biesbritish 
Provinces of North imerica have been granted represent- 
ative government, the only mode so far as my information 
goes, through which they carry on their domestic 
affairs, municipal governments and their legislatures, 
has been by means of customs and excise duties; there- 
fore it is not to be wondered at that when the 
Provinces represented at that conference agreed to 
surrender to the central government the exclusive 
right of taxation in way of. customs and excise they 
should at the same time have stipulated as a condition 


precedent that a certain portion of the revenue that 
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"is collected should be returned Ba then, and 2, portion 
sufficicnt to permit them without having recourse to 
direct taxation to carry .on,their provincial affairs,” 
THE CHTRMAN: That would scem to be rather inconsistent 
with the legislation brought before the House, that that 
was a final and unaltcrable settlement, Senator, which did 
not provide the provinces with all the money they required 
to, Carty On the. atrains of governmont, » Lado not Bhinki you 
Can Lake one, omtrech ous ms 
HON. MR. FARRIS: No, all I am secking to do in this -- 
there are certain inferences you might draw that might be 
unfair, but I think this is a fair inference to draw from 
that, that so far as Sir Wilfrid Lauricr was capable of 
recording,at the date he gave it, what was in the minds of 
the Fathers of Confederation, it emphasizes what was said 
by Sir .lexander Gait that it was conceived that the adjust- 
ment to be made or nade at that time would be adequate to 
carry on these services. 
THE CHAIRMAN: It is resolution No. 64: 
"In consideration of the transfer to the General 
Parliament of the powers of taxation, an annual 
grant in aid of cach Province shall be madc, equal 
to 80 cents per head of the population, as established 
by the eensus of 1861, the population of Newfoundland 
being estimated at 130,000. Such aid shall be in 
full settlement of all future demands upon the 
General Government for local purposes, and shall be 
paid half-ycarly in advanee to cach Province." 
Lpparently at that time it was considered that 80 cents 
per capita on the basis of the population should be 
sufficient, plus the grant for government, to meet their 
local needs, 


HON. MR. FaRRIS: That is all I am stressing, Mr. 
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Chairman, and it is only for that purpose I am quoting 

Sir Wilfrid's obscorvations., What I am saying is, I come 
back to my text, my toxt is proposition onc, the inconsisteicy, 
the growing difference bctween the grants of to-day and the 
expenditures of to-day as comparcd with the same in 1870. 
That is my first proposition and that is what I am devclop- 
ing now. I say that all those matters that I am bringing 

to bear on that question, and only on that for the moment -- 
x appreciate they all come in’ togcother more or less under 
six headings, but my first hoading is the one L have just 
stated, and I think that Sir Wilfrid's statement -- well, 

in fact, I don’t nocd Sir Wilfrid's statement, I accept 

the Chairman's statement just now that that was the 
conception at the time that the financial arrangement at 
that time would be sufficient to enable the provinces 

to carry on the obligations in regard to government. 

THE CHAIRMAN: If they carried them on in the frugal 
manner in which it was expected they would, is Sir 
alexander Galt said if they wanted to spend more money 
then they would resort to direct taxation. 

HON. MR. FARRIS: Yes, but he also said it would not 
be necessary to do that, that that would be so unpopular 
they would not do it. As the Premior nientions, British 
Columbia had direct taxation from 1876 onward, has had it 
ever since, I do not think, Mr, Chairman, your remark 
"If they carricd it on in a frugal manner" I do not think 
that means what it sounds to mean. In other words, there 
is no suggestion intended from the Commission that the 
governments of to-day should be carried on with the standard 
they had in their mind at that time. I am sure that was not 
meant ¢ 

THE CHAIRMAN: No, the whole basis on which the Commission 


has been appointed is that the functions of government have 
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so increased that a readjustment should be considercd. But 
it also applics perhaps in an almost cqual measure to the 
Dominion, because its functions have also so cnormously 
increassd. 

BOhs tie, “RRS: Vos, buy taere is this difrorence 
between the Dominion and the provinces, that the provinces 
were given onc, and one method only. The Dominion was given 
two things, It was given and got a system of taxation and 
it was given full control of banks and banking and of 
currency and all matters of a financial natume, where if 
expansion must take placc, the only place it can take place, 
and I appreciate the very fact that the municipalities 
crowding the province, there may be some suggcostion in the 
same way that the provinces crowded the Dominion, but with 
that very fundamental difference, that if in the last 
analysis it cannot go on as it is now, then there must be 
one of two answers, cither you throw up your hands and you 
cannot go on or else a solution must come quick, the power 
lies to make it. 

Now, Mr. Chairman, Doctor Carrothcers has that memo 
and perhaps he understands it and he might give you that 
nOWe 

THE CHuTRMAN: Yes. 

DR. C.u.RROTHERS: ir. Chairman, taking the category of 
general and protective social services, in 1876 the ordinary 
was six cents per capita, in 1926 it was fifty-four cents, 
1936 fifty cents per capita. Medical services fifty-two 
cents per capita. in 1876, $3.14 in 1926 and $2.81 in 1936. 
Charitable social services 33 cents per capita in 1876, 
$2.18 in 1936. Education, $1.12 per capita in 1876, $4.87 
in 1936, Administration of justice $1.38 per capita in 1876, 
$1.74 in 1936. Or if you take the total of all those things, 


he per capita expenditure in 1876 was $3.41 and in 1936 
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$12.10. In 1926 it was higher, $15.22; in 1936 $12.10 as 
compared to $3.41 in 1876. We will have a copy of this 
madc. 

THE CHAIRMLN: I omitted this morning, when Mr. 
Pattullo had concluded his opening statement, to have the 
bricfs marked as an Exhibit. Probably it would be well to 
have them marked now, The whole brief, gone 1 rete bs Zaps an 2 = a 
inclusive, will be marked at Exhibit 17e. 

EXHIBIT NO, 172 Brief submitted by Governnent 
of the Province of British 
Columbia. 


It is 4.30 now by my watch so we will stand adjourned 


until to-morrow morning at 10.30. 


(The Commission adjourned at 4.30 P.M. until 
10.30 4.M., Thursday, March 17th, 1938) 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


VICTORIA, BRITISH COLUMBIA, MARCH 17, 1938 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Victoria, British Columbia, 
on Thursday, March 17, 1938, at..10.30 a.m. 


PRESENT: _ 
HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 
DR. JOSEPH SIROIS ) 
JOHN W. DAFOE, Esq., ) 
. ) Commissioners 
DR. ROBERT ALEXANDER MackaY ) 
) 
PROFESSOR HENRY FORBES ANGUS ) 
Commission Counsel; 


James McGregor Stewart, Esq., K.C. 


Secretariat: 
Adjutor Savard, Esq., Acting Secretary 
R-M. Fowler, Esq., Legal Secretary 
Wilfrid Eggleston, Esq. Assistant to the 


Secretary 


FOR THE GOVERNMENT OF BRITISH COLUMBIA: 


Hon, Thomas Duffcrin Pattullo, KeC., LL-D., 


Premicr, 
President, Executive 
Council 
Hon. G.M. Weir, BuA., M-A., Di-Paeds, Minister of Educatior 
Provincial Secretary 
Hon. G.S. Wismer, K.C., Attorney-General 
Hon. #.W. Gray, Minister of Lands 
Minister, Municipal 
Affairs 
Hon. John Hart, Minister of Finance 
Hon. K.C. MacDonald Minister, Agriculture 
Hon. F.M. MacPherson, Minister, Public Work 
Hon. J.W. dep. Parris, KeCs Counsel 
Dr. W.A. Carrothers, Chairman of the 


Economic Council. 
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Parliament Buildings, 


NILGPOTLG: BsOs > 
March 17, 19358. 


MORNING SESSION 


THE CHAIRMAN; Senator Farris. 

HON. MR. FARRIS; Mr. Chairman, in our discussion 
yesterday a question was asked by yourself, sir, in regard 
to the request for construction of the railway by British 
Columbia prior to coming into the Confederation in 1871. 

- IT have some observations I wish to make, but I have this 
memo which Professor Carrothers has secured from the 
Librarian: 
‘ On April 24, 1868, the Honourable Amor de 
Cosmos moved, in the Legislative Council of British 
Columbia, that an address to Her Majesty on the 
subject of Confederation with the Dominion of Canada, 
the text of which he submitted, should be approved 
by the Council and forwarded to Great Britain. This 
address included a proposed set of terms and 
conditions upon which British Columbia would enter 
the Dominion of Canada. The sections dealing with 
the question of overland communication read as foll# 
ows: 
8. The Dominion of Canada to construct within 
three years after admission of British 
Columbia, a good Overland Waggon Road Sean 
ing from Lake Superior, Ontario, to the 
head of navigation on Lower Frasor River, 
British Columbia, and to commence the 
construction of the same through the Rocky 


Mountains within one year aftcr admission, 


9. The Imperial Government to guarantee a Loan 
to construct the said Overland Road, if deemed 


expedicnt, 
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De Cosmos was an ardent advocate of Confederation 
and it is reasonable to assumo that the terms and 
conditions proposed wore as favourable to British 
Columbia as he considered could be secured at that 
time, It will bo noted that they contain no 
referenco to the construction of an overland rail- 
way although tho idon of such a railway was boing 
advocated by ~1lfred Waddington and othors at the 
time. 

In Fobruary 1870 a set of proposed terms of 
Confederation was submitted to the Legislative 
Council by Governor Musgrave. These torms were 
subsequently cndorsed by the Council. The section 
dealing with the question of overland communication 
reads as follows; 

8, Inasmuch as no real Union can subsist 
between this Colony and Canada without the 
specdy establishment of communication 
across tho Rocky Mountains by Coach Road 
and Railway, the Dominion shall, within 
three years from the date of Union, construct 
and open for traffic such Coach Road fram 
some point on the line of the Main Trunk 
Road of this Colony to Fort Garry, of 
Similar character to the said Main Trunk 
Road: and shall further engage to use all 
means in her power to complete such Railway 
communication at the carlicst practicable 
date; and that Surveys to determine the 
proper line for such Railway shall be at 
once commenced; and that a sum of not loss 
than One Million Dollars shall be expended 


in every year, from and after Three years 
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from the date of Union, in actually ate 
structing the initial sections of such Railway 
from the Seaboard of British Columbia, to 
connect with the Railway system of Canada. 

It should be borne in mind that Govornor 
Musgrave had bcon instructed to make overy effort 
to persuade British Columbia to enter Confederation 
and it is surely significant that mention of the 
railway first appears as one of the terms proposed 
by him. It should be noted, further, that even in 
these terms, which wero the official "proposed 
terms" forwarded to Ottawa by British Columbia, the 
wagon road still takes preusdence as the first 
essential and that the railroad was simply to 
follow its construction as soon as practicable. 

In the Terms of Union as finally adopted all 
mention of the wagon road has been omitted and in 
its stead there has been substituted a definite 
promise by the Dominion Government to commence 
within two years and complete within ten years 
construction of 2 railway connecting the seaboard 
of British Columbia with the existing railway lines 
of Canada." 

Now, Mr. Chairman, as long as this question has came 
up, I think it should be followed a little further because, 
although I did not put it in my briof, there have been 
previous briefs from British Columbia on this quostion, and 
there is some suggestion that in the schome of Confederation 
one of the rewards to British Columbia was the construction 
of this road, which is quite a fallacious position. The 
construction of this road, as I said yesterday, was 
essentially a national and an international, or an Imperial, 


question. 
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THE CHAIRMAN; We have not suggested that it was one 
of the torms. All I pointed out yesterday was that whon 
your brief had said the stipulation was a waggon-road, 

I thought it was not wholly correct, because my recollection 
was, in accordance with the resolution you have now read, 
that the stipulation included tho commencement of the 
railway. It is only to have the record correct. 

HON. MR. FARRIS: I am quite aware that your Lordship 
did not make that suggestion, but the fact that it came 
up was in itself -- the suggestion that has been made has 
been at one stage controversial in this country, md I 
think there has been a stbstential brief filed on this 
question, I have some material here that if you find it 
interesting I will be glad to subnit. 

THE CHAIRMAN; I think you should just do whatever 
you think desirable, Mr. Farris, and present it in any way 
you think most suitable, because, while we have not raised 
' it, I do not know whether anybody else will before we are 
through.» 

HON. MR. FARRIS: I may say that I am 7zeading now from 
a brief that was prepared in 1935, I will read certain 
extracts, and if you wish this to be filed I will be glad 
to file it. 

THE CHAIRMAN: Senator Farris, have you records of the 
actual debates and resolutions of the Legislative Council 
a LOO They are in the library here. If you had an 
extra copy of that I think it would he very interesting to 
have it filed, 

HON. MR. FARRIS: I do not suppose there is an 
extra COpys 

THE CHAIRMAN; Copies were printed, but I do not 
know if they are available. I borrowed a copy from the 


library here just to look at it and check it on that point, 
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and see what the resolution. was. It is a very interestiag 
debate on the whole situation, which was repraénted by the 
government here. It is the Legislative Council debate 
on the subject of Confederation with Canada, reprinted 
from the government Gazette Extraordinary of March, 1870. 

HON. MR. FARRIS: What I wanted to emphasize, Mr. 
Chairman, was not the question of what might have been 
the attitude of some of the men in the logislature here, oe 
although that is, of course, of historical interest, a 
but the fact that the real motive of the construction of 
this road was the unification of Canada, and the national 
and imperial problems that were being tealt with at that 
time, This little group of men which happened to be in 
British Columbia at that time was a mere incident in the 
big things that were going one It may bey id and it is 
truc in the resolution that I read that the statement has 
been made by Governor Musgrave that if this unification 
is to take plaze you must have a railroad. But my submission 
is that that was not a bargain by which British Columbia 
was saying "you have to pay us the price of a railroad 
if we come in." It was rather a statement of a condition, 
which was the only feasible and practical way in which 
union could be accomplished. 

THE CHAIRMAN: Quite. 

HON. MR. FARRIS: Professor Carrothers suggests he 
was speaking probably more for the Imperial Government and 
the Dominion Government than speaking for British Columbia. 

THE CHALRMANS: If you look at the debates you will 
find, with few exceptions, the members of the Council 
stressed the absolute necessity of rail communication. 

HON. MR. FARRIS: Well, of course, that is undeniable, 
because it was felt that a union between this province 


and castern Canada, without communication, was 2 practical 
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impossibility. 

THR CHAIRMAN; There would be no real union. 

HON. MR. FARRIS: No, there would be no real union. 

THE CHAIRMAN; That is perfectly corrects 

HON. MR. FARRIS: The resolution, a ‘copy of which 
I read, is a submission by the Governor to the Legislative 
Counci... 

THE CHAIRMAN: The Legislative Council, as I recall 
it, approved of it. 

HON. MR. FARRIS: Yes, but it comes primarily fram 
the Governor, who was really the mouthpiece, in that 
instance, I teke it, of the Dominion Government or the 
Imperial Government. Of course, they were not part of 
Canada at that time. 

COMMISSIONER DAFOE: At the same time, Governor 
Musgrave had been appointed at the instance of Sir John 
MacDonald, because he was known to be a friend of 
Confederation. That is a matter of record. 

HON. MR. FARRIS: I think we are all agreed in the 
essentials, that the construction of this road was Facade 
nized by all those who were desirous of the union as a 
necessity if the Union was going to be a practical and 
workable one, It was not a case, Mr, Chairman, of *thoso 
w were opposed to the Union sitting back and saying 
“We won't go in on this scheme unless you induce us with 
a railroad." That was not the philosophy of the thing at 
all; it was the Ree ae that those who really wanted it 
and were willing to make sacrifices to get it recognized 
the only way that could be achieved was by having, in 
addition to the legal union, a physical one, which would 
make it a practical and workable scheme. With that aceord 
in this mat*er, it may not be necessary for me to read 


these extracts I have here, but I am referring now WO a 
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momorandum prepared by Mr. Pattullo, Mre Sloane, the then 
Attorncoy~General, and Mr. Hart, of 1935. Mr. Chairman, 
have you a copy of that? 

THE CHAIRMAN; Yes. 

HON. MR. FARRIS: I will refer to pages 3, 4, and 6, -- 
particularly the quotations on those pages. 

THE CHAIRMAN: If you would like to file it as an 
Exhibit, Mr. Farris, do sos 

HON. MR. FARRIS: Yes, I think we had better file one 
of these, iI might say im part of my argument later I 
am adopting some other parts of this brief, but I have 
incorporatod it in mine. 


THE CHAIRMAN; That will be Exhibit 173. 


EXELL NO tL 4s British Columbia Brier, 
Claim. for petter terms, 


Pat tullo Hane ae ca shies, Roisin Hoste 

HON. MR. FARRIS: I also refer on this question to 
page 13, some observations of Mr. Justice Martin, of the 
Alberta Court of Appeal. 

THE CHAIRMAN; Mr. Farris, have you a copy of Mr. 
Justice Martin's report? 

HON. MR. 2 R2RISs I have not one on my desk, but they 
are available, 

THE CHAIRMAN: Would it not be well to put that in 
too, because it deals with certain aspects of the situation. 

HON. MR, FARRISS We will have that filed at the 
next sessione 

THE CHAIRMAN: Well, here is a copy of the one in 
the library. 

HON. MR. FARRIS: They were printed in Ottawa; you 
sce, the return would be made to the Ottawa government, 
and theroe will he no trouble to get one. 


THE CHAIRMAN: We can wire to Ottawa and have it 
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sent upe In tho mcantimo, we will have this marked 
Exhibit 174, and when it comes up it can be put in, and 
formally marked. 

EXHIBIT NO. 174: Martin report on 


re-conveyance of lands 
to British Columbia 


HON. MR. FARRIS; Now, Mr. Chairman, the noxt matter 
I wanted to come back to was the question which was asked 
yesterday about the settlomentsof 1864, and I want generally 
to make some observations about those things which have 
become, or were said to be final and unalterable. In the 
first place, I have the Imperial Statutes for 188%, 
Chapter 4, -~ the Statutes of Great Britain, the "Act to 
readjust the yearly subsidies to be allowed by Canada to 
the several provinces now included in the Dominion.” I 
do not find anything in that that uses that language. The 
recital,is as follows; 
w Whereas the subsidies payable under "The British 
North America Act, 1867," to the several Provinces 
thereby united into one Dominion, respectively, were 
readjusted and increased by the operation of the Act 
of the Parliament of Canada, thirty-sixth Victoria, 
chapter thirty, but the said increase was allowed 
only on and from the first day of July, one thousand 
eight hundred and seventy-three, and it is expedient 
that it should be ee from the day of the 
coming into force of the said "British North America 
Act, 1867," and that a proportionate increase should 
be made in the subsidics ine payable by Canada to 
the Provinces of British Columbia, Manitoba and 
Prince Edward Island, respectively: Therefore, Her 
-Majesty, by and with the advice and consent of the 
Senate and House of Commons of Canada, enacts as 


follows:— 
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Thon tho next Act I refer to is Chapter VI of the 
same volume, "An Act respecting the Vancouver Island Rail- 
way, the Esquimait Graving Dock, and certain Railway Lands 
of the Province of British Columbia, granted to the Dominion." 

THE CHAIRMAN@ Why was there an Imperial Act on that 
point, Mr. Farris? 

HON. MR. FARRIS: These were matters which were dealt 
with in the terms of Union. If your Lordship will recall 
the discussion in Maxwell's book, that there was in Canada, 
at a later date, a very strong congroversy when the 
Dominion paid additional allowances to the province, a 
modified allowances, -- that the Dominion had no right to 
do that except by modification of the British North 
Amefica Acte There was a very heated discussion on that 
question, but the Parliament of the day took the view they 
did have that power, and, of course, that prevailed. But, 
I have no doubt in 1884, much closer to the original 
enactment of 1867, that the feeling was that this could 
only be done by the Imperial Parliament. The sections are 
alphabetical instead of by numbers. This scec%:on rocites3 o. 

" Whereas negotiations between the Governments of 
Canada and British Cdlumbia have been recently 
pending, relative to delays in the commencement and 
construction of the Canadian Pacific Railway, and 
relative to the Vancouver Island Railway, the 
Esquimalt Graving Dock, and certain railway lands 
of the Province of British Columbia: 

And, whereas, for the purpose of settling all 
existing disputes and difficulties between the two 
Governments, it hath been agreed as follows: -- " 

Now, "(k)"™ says this: 
“" This agreement is to be taken by the Province 


in full of all claims up to this date by the Province 
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against the Dominion, in respect of dolays jn tho 
commencoment and construction of the Canadian 

pacatic Railway, and in respect of the Roemer ree 
ion of the Esquimalt and Nanaimo Railway, and shall 
be taken by the Dominion Government in satisfaction 
of all claims for additional lands under the terms 

of Union, but shall not be binding unless and until 
the samc shall have boon ratified by the Parliament 
of Canada and the Legislature of British Columbia.” 

THE CHATRMAN: Will you toll mc, Sonator, were there 
any other claims at that time outstanding? You say tho 
recital says "in full of all claims", at the commencement 
of the agrccment. It may be that those were the only 
claims existing at the time. 

HON. MR. FARRIS: As far as I know at present those 
were the only claims, and it is very specific in "(k)" 
that whatever the recital is, that it is only these claims 
that are scttled and disposed of by this statute, 

COMMISSIONER DAFOE: The preamble says, "For the 
purpose of settling all existing disputes and difficulties", 

THE CHAIRMAN; When that act was submitted to the 
Dominion Parliament, as I recall it, the then Prime 
Minister, Sir John MacDonald, stated that it did settle 
all existing disputes, -~ all disputes between British 
Columbia and the Dominion, Now, it may be there were no 
other questions than the railway lands, the railway 
situation in issue at the time. 

HON. MR. FARRIS: Now, I wish to make some additional 
remarks about this question, of anything of this nature 
' being final and not open to the consideration of this 
board, without any restriction, because of any previous 
negotiations or adjustments. It soems to me you must take 


one of two positions: You must take a position that these 
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settlcnents which havo been mado are final and binding, and 
that therefore you wit “ade go behind them; or else you must 
take the position that if you are going behind them, then 
the question of having been thought to be final at one 
stage, there can be no half-way place, me no half-way 
neasures about it, 

THE CHAIRMiN: Senator, there are two questions we 
have to consider, among the many; two outstanding questions. 
One is the gencoral relation of the Dominion to the provinces, 
which is the financial basis of Confederation. We have to 
ro-examine it in the light of the develofments of the past 
seventy years. Now, that involves our taking into Pohaieaie 
ation everything that has happened during the past seventy 
years, . There is no doubt about that. And, therefore, it 
is open to discuss any aspect of it entirely. Then, there 
is tho sccond question, that is peculiar to British 
Colunbia, which was opened by Mr. Pattullo yesterday; 
nanely, in order that it should be put on an equality with 
the other provinces certain matters should be dealt with, 
and their rights recognized. Now they, when that comes 
up, must we not consider everything that has happened in 
the relations betwoen British Columbia and the Dominion, 
when we are considering better térms? 

HON. MR. FARRIS: I say yes to that, with this 
qualification, you must consider it in its historical 
setting. You must also consider it to this extent; how far 
the agreement at any particular time which was satisfactory 
is of evidential value at this stage that it should be 
still satisfactory. But, I submit, sir, you cannot go 
further than that unless you go the whole way. That is to 
say, let us suppose we take some arrangomoent that was mace, 
we approach it now to sce whether that would be modified 


or not. The first consideration is, is it open for consider- 
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ation? Now, if it is open for considcration then the 

fact that: ib was-saiad> to bewfinal, is wiped’ out. I? Lt is 
not opon for considcration, it means that no mattor how 
unjust it is there is no remedy for it today except 
rebellion, -- and when I say that I do not want to be 
misquoted or misunderstood, That is advocating rebellion, 
but I say if this Commission should say because something 
was sottled fifty ycars ago and settled wrongly, sil not- 


withstanding that, 


yy 


that it cannot be dealt with, then 
there is no remedy except that of repudiation of the whole 
relationship betwecn the province and the Dominion, 

THE CHAIRMAN; Novone has suggested, Mr. Senator, 
that you should not go into the whole matter. 

HON. MR. FARRIS: E quite understand that, Mr. 
Chairman, but it sccems to me that we should go into it 
with the common understanding as to just what is to be 
the cffect of these questions of settlement having been 
said to be final. The difficulty I ag in is to find any 
basis for considcring that at all unless you consider it 
in its ontirety. 

THE CHAIRMAN: Wo arc quite prepared to have you 
present it in itm entirety: in whatever form you thir}. 
will best sorve tho intorests of your clicnts, British 
Columbia. 

HON. MR. FuiRRIS3 Yos, Mr, Chairman, but it is one 
thing to say "ail right, go ahead and we will listen to 
you", and it is quite anothor thing to know whether we are 
approaching this on the common basis,c+, that it is opon 
not only to uc Listened to, but that this boara is free 
and is not bound by any suggestions that any settlements 
have been final. 

THE CHAIRMAN: On that, this board has formed no 


opinion. 
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HON. MR. FARRIS: Then I think I should press this 
further and make these observations; that any suggestion 
that any of those settloments are final in regard to one 
province but not final in regard to the general scheme 
would not be a fair distinction. That is to say, if this 
Commission should fecl that where there is a grievance 
common to 211 the provinces that thore should be a 
readjustment, but if it is only a grievance common or 
pecuiiar to one province, why then, there is not the same 
reason for hoaring it, I suggest that is not a position 
which this Commission should take. 

THE CHAITRMANs No one has suggested so far that we 
should take that position, 

HON, MR. FARRIS: Well, I hope not. I thought, 

Mr. Chaiman, you had said that there was a distinction 
in principle between considoring the general case of 
readjustment for all the provinces and @ -nsicering the 
special case of British Columbia. 

THe CHAIRMAN: There is this, we are instructed by the 
terms of the Royal Commission to pel adearivie the financial 
basis of Confederation, which involves tho relation of 
the Dominion to all the provinces. That involves a 
consideration of the mattcr from the start down to date, 
in the light of all the developments. We have been advised 
by the Government that we should consider British Columbia's 
special zlaim to consideration because British Columbia 
asked for the appointment of a special commission 
consider it, and an interim grant of $750,000 was made. 
find we have been asked to consider the whole situation. Now, 
must not we also consider everything that has taken place 
in connection with the history of the relations between 
the two before we can reach a conelusion whether British 


Columbia has not reccived fair treatment. Secondly, if she 
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has not, what the moasure of compensation should be. Have 
we not to reviow evorythiing? 

HON. MR. FARRIS: I sce no reason why evorything 
should not be considered, including any statements by the 
province that they had considered certain settlements 
final, but only for its ovidential value. 

THE CHAIRMAN: That is 2ll that has been suggested. 

HON. MR. FARRIS: But not for its binding cffect, in 
tying the hands of the province or the Commission in giving 
relicf if it is felt any injustice has been done. 

THE CHAIRMAN; No, I think the Commission will not 
feel bound by any scttlemont made, in the sense of a legally 
binding obligation. I think this Commission will approach 
it from tho standpoint of what is fair and equitable 
regardless of what may have taken place in the past, 

HON. MR. FARRIS: I do not think we can ask for any 
more than that. That clears the position which probably 
was boeclouded only because of my doing. I may say if that 
observation had not been made I intended to suggest that 
the history of what has gone before has fully established 
the principle that the case of British Columbia is open 
for consideration, without any restrictions of the past, 
and I think perhaps it would save time if I give the 
reference in this memorandum... In the first place, at page 
11; Mr. George H. Cowan, had been retained by the McBride 
Governnent to prescnt the claim of British Columbia, and 
contemporaneous with that, Sir Charles Hibbert Tupper, who 
was then living in Vancouver, received this Communication 
from Mr. Borden, who was then leader of the opposition: 

" Let me say that I have given much thought to 
the conditions in British Columbia which in your op- 

“inion call for special attention in considering the 


financial relations betweon the Dominion and your 
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Provineee You claim not only that these conditions 
are oxceptional and pceuliar to tho situation and 
physical character of your Province, but also that 
they are pormanent in their nature. In my opinion 
they are such as to demand immediate inguiry and 
investigation to the end that any injustices clearly 
established may be immediately relieved." 

Now then, in 1906 Sir Wilfrid Lauricr, tho Prime Minster 
at the request of the Provincial Governments, convened 
an intor-provincial confcrenco at Ottawa, which was 
holdin Octobor of that year. The provinces were all 
represented, and Sir Richard McBride was there on 
behalf of British Columbia, and he made representations 
which are set out in this memorandum and I will not 
bother reading this. Then on the next page this appears; 

"In 1908 the British Columbia Legislature passed a 
resolution declaring the temporary grant of 
$100 ,000 a year for ten years inadequate, and 
requested the Dominion to appoint an independent 
gribunal to consider British Columbia's claims. 
Sir Robert Borden in 1909 promised, if his party 
was elected, to appoint a commission. On his 
taking office in 1911, and Being requested to 
fulfil that promise, he sent a telegram to the 
Prime Minister of the Province on the 22nd day 
of January,1912, to the following effect: ~ 
"Replying to your memorandum of the 6th of 
November,1911, respecting the claims of British 
Columbia for exceptional treatment by reason 
of permanent physical conditions and otherwise, 
we are prepared to appoint a commission to 
investigate the merits of claims of your 


Province in this regard, one commissioner to be 
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appointed by this Government, one by your Government, 
and the other to be selected by agreement of the 

two commissioners; failing such agreement, by the 
Secretary of State for the Colonies.” 

And as stated by Mr.Pattullo yesterday that machinery 
was created, and then before the Commission was finally 
appointed the War came on and it was not carried out. 

THE CHAIRMAN: Is there any explanation of why there 
was that long delay, from 1912 to 1914? It is not important, 
but I was just wondering why. 

HON. MR.FARRIS: I do not recall that. Mr.Pattullo 
suggests it was probably a difficulty in selecting the 
third commissioner that held it up. 

Now, dealing further with this question of the 1907 
agreement by the conference of the provincial premiers 
and the Federal Government of the Imperial Statute, I 
refer to page 15; 

"Sir Wilfrid Laurier, in moving the address for 
revision of the "British North America Act" in 1907 
(Hansard, 1907, pages 5393-5395), recited the plan 
of subsidies enacted at Confederation, and various 
subsequent demands for increases thereof. He said:- 

™The only guarantee we have is the secutbity of 

the Toutes Parliament. It will always be difficult 

for us to go to Sngland and get an amendment to 

our Constitution. Forty years have now clapsed since 

our constitutional charter was amanded. It is true 

that we have been doing like the Romans, although 
they had the laws of the Twelve Tables which could 
not be altered, still managed to contravene that 

law by enacting other laws. We may do the same thing. 

But the only guarantee we have is this: that my 


honourable friend representing one party, and myself 
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representing the other party, will agree that this 
is to be final. Parliament will not define its own 
intentions, and Parliament can always do as it 
pleases. And the honourable gentleman knows that 
there is no other finality in all these matters but 
the will of the people, the will of Parliament itself." 
Now, this is in regard to certain amendments and cortain 
modifications that British Columbia was not agrecable to. 
Sir Richard McBride had left the Conference, so that thore 
can be no element of agreement in it at all. I will continue: 
"The Hon. W.S. Fielding, the Finance Minister, statéd:- 
TNothing could be done which would prevent a further 
grant being made by the Dominion to the Provinces.! 
"Following the debate in the House in 1907, the 
Ottawa Government then addressed the memorial to His 
Majesty the King, representing that it was expedient 
to amend the scale of paymonts authorized undor 
section 118 of the ‘British North America Act'; and 
the memorial went on to say: - 

“We pray that Your Majesty may be graciousty 
pleased to cause a measure to be placed before the 
Imperial Parliament at its present session, repeal-~ 
ing the provisions of section 118 of the ‘British 
North America Act, 1867', aforesaid, and substituting 
therefor the scale of payments above set forth, 
which shall be a final and unalterable settlement 
of the amounts to be paid yearly to the several 
Provinces of the Dominion for their local purposes 
and the support of their governments and legislature.'™" 

Now, the Parliament of Canada may pass legislation 
which is binding, as far as it goes, but this is not 
legislation, this is only a petition. It cannot, by its 


recital, set up that there is an agreemont which is final 
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when one of the partics has refused to be a party to the 
agreement, or to be bound by it. 

Now, there are some quotations from the Imperial 
Statesmen on the next page. I might read from Lord 
Greenwood and Winston Churchill, Mr.Hamor Gresnwood 
as he was then, said this: 

"The Bill, he thought, was the outcome of the 
Conference of the nine Provincial Premiers and of 
communication with Sir Wilfrid Laurier, Prime Minister 
of the Dominion; with the exception of the Prime 
Minister of British Columbia, the Conference was 
unanimous in passing resolutions cmbodied in the Bill 
now before the House. The Prime Minister of the 
Province came to England to lay his case before the 
Secretary of State for the Colonies ... These most 
difficult and complicated negotiations were conducted 
with sympathy and hearty good-will, with the result 
that the Under-Secretary for the Colonics had becn 
enabled to bring the Bill before the House supported 
by all the Prime Ministers of the Dominion, the Bill 
containing one provision which left the way open for 
future terms to be made more satisfactory to the 
Prime Minister of British Columbia and the people whom 
he had the honour to serve." 

The UndersSccretary of State for the Colonies, Mr. 
Winston Churchill, said : = 

‘lt is only recently that an agreement has been come 
to by all the Provincial Prime Ministers and the Dominion 
Government with the exception of British Columbia, 
whose necds I admit frankly are different from those 
of the other States, and require special treatment. 
That special treatment was accorded to her by the 


agreement of the other Prime Ministers, but not in 
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such a degree as Betishetelimbia would have wished. 
The objection of British Columbia was a very simple 
and a common one; it was that the special payment 
madé was satisfactory as far as it went, but that 8t 
did not go far enough; the Prime Minister of British 
Columbia and others thought that the words ‘final 
and unalterable’ should not be inserted in the Bill. 
It is true those words were in the address of the 
Dominion Parliament, but they wore not inserted 
in the Bill by the parliamentary draughtsman on 
the ground that they were unusual and unsuitable 
in an Act of Parliament.' 
Then the quotation further down by Sir Robert Borden, 
in 1913, at the Conforence: 
"Speaking for himself, he saw no objection to the 
Provinces coming at stated intervals - say, every 
ten years, - to discuss and conclude any financial 
arrangement between Canada and the Provinces if 
circumstances warranted it." 
So that I submit, Mr.Chairman,that the whole trend of 
thepe approaches and conferences, - discussions, and 
the understandings that have been arrived at, have made 
it clear that it has become the National policy of Canada, 
in the interests of Canada as a whole, to consider the 
eclaims of the Provinces, either as a whole or individually, 
as the occasion may arise. And it must be so, if Confed- 
eration is to work in a practical way. After all, no 
group of Provinces can be effectively bound together 
on the basis that they aro legally and compulsorily 
bound together; there must be as a basis, first, an 
arrangement which is to the interest of the different 
provinecs in order that it may be the interest of Canada. 


And secondly, there must be a sense of justice, a feeling 
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that thore is justicc, oxisting in the different provinces 
if harmony is to prevail, and there has to be real union. 
So that my submission is that this question of what 


was understood to be binding in the past should be, aftcr 

it has been given this consideration, forgotten and wiped 
out of the picture entiroly, and that the further considera- 
tion of this question should be on the basis we are all 

here together, we are all Canadians, we are all Provinces 

in Confederation. The question now is, what relations 

shall be established in the future which are fair and 
equitable, in the interest of cach of the provinces and 

in the interest of them all. 

THE CHAIRMAN: That is the object of this Commission, 
to try and reach that. 

HON. MR.FARRIS: That is so. Well, I say my submission 
is that the first step in attaining that is to wipe the 
Slate clean of any suggestions that anybody's hands are 
tied because of anything that has happened in the past. 

Now, I have taken longer than I intended, Mr.Chairman, 
and I am going back to my brief. While I think of it, 
Mr.Chairman, one other observation. The Premier has 
given me a copy of Mr.Bennett's letter to him, which I 
understand has been filed with the board. 

THE CHAIRMAN: It has not becn marked as an exhibit, 
If you like you may put it in now, Mr.¥arris. 

EXHIBIT NO. 175 - Copy of letter from the Right Hon. 

Reber pennouve to Hon, 17.0). PpattuLlo, 
Dated December 19, 1934. 

HON. MR.FARRIS: IL say this letter is in itself a 
recognition, in addition to tho extracts that I have read 
here, of the fact that if there is anything in British 
Columbia's case, that it is entirely open to them. 

I think we had completed our discussion last night 
on Nos l of the Six reasons» that I was advancing. Then, 
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The Federal allowanecs have bocn mado without 
duc considoration of the physical features of 
the Province which make the cost of government 
exceptionally high. 

This question has becn pressed on the Dominion 
from time to timc since British Columbia joincd 
Confederation. It has alrcady boon briefly 
roferred to in the summary of provious roprescnta- 
tions. It is particularly in relation to highways 
and other public works, education, policing, and 
health scrvices that the physical conditions add 
greatly to the cost of governmental administration. 

British Columbia has an area of 366,255 square 
miles. It is as large in area as the United 
Kingdom, France, Holland, Belgium and Denmark 
combined. The total agricultural land in the 
Provinec is about 20,700 square miles, or about 
5 per cent of the total area. Tho total population 
of the Province is ostimated at 780,800 (page 59). 
The farm population, according to the 1931 census, 
was 102,367 or 14.7 per cent. A large aroa of 
the Province is mountainous. 

™Thoe principal industries of the Province are 
lumbcring, mining, fishing, agriculture and 
trapping and other fur production. These indus- 
tries are widely scattered over the Province. 

In many instances agriculture arose as a subsidiary 
to mining or forest industrics. When a mine closed 
or a forest area was cut over,» these agricultural 
communitics remained. The agricultural industry, 
as distinet from forestry and mining, tends to 
create permanent communities for which the full 


range of governmental services must be supplied. 
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Tho colonization and sottloment of the Province 

has resulted in widely scattcred agricultural 
communities. To supply them with normal services is 
a mattor of great cost to the Government." 

Highways: Tho total milcage highway system is 
20,172. This includes gravelled highways, 6,536; 
bituminous surfaced, 843; and paved, 113 miles. 

The estimated cost of construction is $89,000,000. 
The approximate expenditure on roads from 1871 to 
1937 was $114,000.000." 

The costs of education, LI will refer to tho main brief, 


pages 142 to 146. 
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Reading bricfly at the bottom of mge 142 -nd following: 
"The present school system in British Colunbia came 
into operation sixty-five years ago. In 1872-1873 
there werc twenty-five school districts with 1,028 
students enrolled, at a total cost of $41,133.50. 
The stcady growth of the system is shown in Teble 
74, this is on Page 75. This growth is shown at 
five-year intervels, and information is given Bere cs 
ing the number of school districts, the total enrolnent 
and so on. ind the table does not need any explanation 
from me, sir. It shows an expenditure, an average deily 
attendance of 575 in 1872 and 105,000 in 1932-1935, with 
an expenditure now of practically $9,000,000. Then on 
the particul:r subject metter we nre discussing now, the 
high cost of governuent in British Columbia im this relation, 
I refer you to Pege 146, in which an interesting notation 
is given there that I will read. This is taken from a 
survey thot was mede some yerrs ago by the present Minister 
of Education, the Hon. Mr. Weir, and Dr. J. H. Putman: 
"Elementary school pupils are housed and taught in 
buildings and environnent of great varicty and marked 
contrast. Somc are in modern city buildings as 
complete as sre to be found on the smerican continent. 
Others are modest but comforteble fremc buildings 
in sminll towns or anid ideal rural surroundings. 
Many are in remote and lonely places beside a lake, 
under » towering mountein ec xpped by snow, or on i 
an arid plateru where ell vegetation is brown end 
dusty. Some ere on beautiful but lonely islands 
in the Pacific, where the scttlor is prt farmer, part 
fisherman,and pert lumbermen. Some are on steep 
mountain sides in 'Company Towns,’ where tall chimeys 


of pulp-mill or smelter form the centre of a busy in- 
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"dustrial life. Some are close to the water on an arm 
of the sea, which is the outlet of a salmon river, and the 
site of a caming factory, and some stand on ground over 
coal-mines. Some have ideal surroundings, but the school 
buildings themselves are primitive and very small. Many 
are built of logs. Some are not larger than 15 x 18 feet 
with a ceiling just above your head. Some have attractive 
grounds, some have bare and unattractive yards, am some 
are built on rocks. In a number of them the children show 
unmistakable signs of Indian blood. Some of these build- 
ings are tidy and clean inside, and some are sadly in need 
of paint, whitewash and soap." 
The additional foot-note there points out that the date of this 
extract was in 1925. The school buildings have improved 
Since this was written in 1925. I am citing this more for 
the sideline it gives on the problem of education in this 
province from the standpoint of the geography of the province. 
and its cost of administration. You will realize why I au 
giving thet picture, it is very interestingly and graphically 
cited from other standpoints but that is the particular 
purpose for which I am citing it. And of course what I have 
said in that connection must also be considered in connection 
with the outline I have given in regard to the cost of 
government in British Columbia with relation to the farming 
areas. 

COMMISSIONER MacKAY: Have you any figures show ng 
the comparative cost with other provinces? 

HON. MR. FARRIS: No, I have not attempted to work 
those out. At Page 51 of the brief, Professor Carrothers 
emphasizes as well the scattered areas of agriculture in 
this province with its attendant high cost of administration. 
I do not think there is any province in Canada in which the 


problem in regard to highways, in regard to schools, in 
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regard to policing and the gcneral services that must be 
given the people, is comparable to the conditions we have 
in British Columbia. 

THE CHAIRMAN: Have you any figures as to the mumber 
of schools in the rural areas as opposed to the cities and 
towns’ 

HON. MR. FARRIS: Yes, that is all analyzed here, I 
will give youe reference to that. I will mke a not¢ of 
it and see that you get the proper references to it. 

- The next submission is reason three: 
"In comp rison with other provinces of Canada 
equitable treatment has not been received by British 
Columbia in the matter of federal subsidies and 
allowances." 
I may say, Mr. Chairman, that in regerd to this reason three 
I have appropriated and put into my brief substantially the 
case that appears in the Exhibit now filed, the Province of 
British Columbia's claim for readjustment of terms, 1% 5. 
The figures have been brought up to date. I suppose every 
lawyer thinks perhaps he could prepare a better argument 
than anyone else can, and it might have been, to mind, that 
I might have re-assembled this to suit my own ideas but I 
thought advisedly as this had been prepared by the governnent 
and was a document of record that it should be put as nearly 
as possible as it was in this document that is here. The 
chief reason I mention thet is there will be some repetition 
because of the appropriation in this way and there will be 
some specific statements there thet perhaps would not have 
been put in there if it was made at the time of the preparation 
of the brief. With that explenation and also to give full 
credit where it belongs, I want to proceed to read it: 
Mee) Canada shall be liable for the debt and 
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"time of Union: 

(o.) The populetion of British Columbia shall for the 
purpose of financial arrangements be estimated 
at 120,000; British Columbia, not having 
incurred debts equal to those of other Provinces 

now constituting the Dominion, shall be entitled 
to receive by half-yearly payments, in advance, 
from the Generel Government, interest st the 
rate of 5 per cent. per annum” 
and so on. We hove hed that before. And (c.) provides for 
the annual grant of $35,000 on the suggested population being 
estimeted as aforesaid at 120,000. 

"Cleuse (a) was accepted; Clauses (b) and (c) were 
rejected; the population both for estimating the 
debt, clause (b), and the per capita allowance 
clause (c), was reduced to read 60,000. 

As steted above, the salient rcason for assuming a 
populction of 120,000 (approximately three times the 
actusl number) was the fact that, on a per capita 
basis, the Customs and Excise revenue which was being 
surrendered to the Dominion amounted to $8.25 in 
British Columbia, as against a per capita of only 
$2.75 accruing to the Dominion from similar sources 
over ie whole of Canada. And as the revenue require=- 
ments, per capita, from this source were thus 
demonstrated to be three times the normal for the 
whole of Canada it natruelly followed that, in order 
to maintain the same ratio, it was necessary that the 
subsidy which was to replace this revenue be calculrted 
on a population three times the rctual number, In 
other words, the British Columbie Customs being 
$330,000 was caqual to $2.75 per head on a population 


of 120,000, upon comp-rison with Canada." 
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THE CHAIRMAN: Can you tcll us wherc we woald find 
the inform-tion upon which th-t clreuse is brsced? I 
suppose it would be in those debates in the Legisl-ture 
on the torms of union? 
HON. MR. FARRIS: What in particular, Mr. Chairman, 
do you refer to? 
THE CHAIRMAN: It is this, the reason why they asked 
LOVULEO SO0G7 
HON. MR. FARRIS: Yos, there will be no difficulty 
in giving you the reference to that. 
"British Columbie was given 2 debt allowance on 
the seme basis as Nova Scotia end New Brunswick -- 
nemely, 27.77 per head of population (Terms of Union, 
section 2), The populrtion assumed for British 
Columbia wes 60,000; this g-ve the Province a debt 
allowance of $1,666,200--27.77 by 60,000. The actual 
funded dcbt in 1871 was $1,168,000, with floating 
debt $320,000, less sinking funds $442,380, leaving 
net debt $1,045,620." 
I have read the substence of what is in that paregraph in 
another particular and so I will slip down: 
Tn the year 1873, by Act, 36 Vict., chap. 50, Statutes 
of Cenadea, the per capite of 27,77 for British Columbia, 
Manitoba, and Prince Hdward Island was raised to 
32.435 per cepite, which geve British Columbia an 
additional capitel sum allowance of $279,600. Ontario 
and cuebec were allowed the excess over original debt 
allowed in 1867, namely, $10,506,088.84, and Nova 
Scotia and New Brunswick's debt allowances were 
increased from the per cxpite basis of 27.77 in 1867 
to per capita basis of 32.43, similer to that of 
British Columbia, Prince Edwerd Island, and Manitobe. 


In 1884 - general readjustment of debt allowances 
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"for all Provinces undcr authority of Dominion Statute, 
47 Vict., chap. 4, 1884, was mde. Theo effect of this 
legislation mde retronctive the adjustments of 1873 
grented to Ontrrio, Quebec, Nova Scotia, and New 
Brunswick to July lst, 1867. From 1867 to 1873 

Ontario and Quebec h=ving bcen chrrged interest on the 
excess of dcbt it was decided to recoup these provinces 
for the deductions. This gave Ontario an. -annual 
allowence for intcrest on dcbt allowance af $142,414.48 
end Quebec $127,460.68, which they still receive. 

By the same Act Nova Scotia and New Brunswick!’s per 
capita debt allowence wes incrensed from 32.43 in 

1873 to 34.82 in 1884, inereasing their -mual 

interest allowance in the case of Nowa Scotia 
$30,668.44 and New Brunswick $30,225.97. Manitoba, 
British Columbia, and Prince Edward Island also had 
their debt allowance increased to bring them up to a 
per capita -- Manitoba, 34.22; Prince Edward Island, 
o1.68; and British Columbia, 34.11 -~ giving them an 
annual increese in interest ch-rges of $5,541.25, 
$9,148.68,end $4,155.39 (British Columbia), respectively. 
The following ere the only adjustments British Columbia 
has received on debt allowance, namely:- 

1871, original ellowance,60,000 at $27.77 $1,666 ,200.00 
1873 allownnce 60,000 at 4.66 279,600.00 


1884 allowance 49, 459. 1. a 835,,091,00" 
(188 Be 


I will begin at the next peragraph: : 
" Hed the proposed terms of this debt allowance been 
based upon 120,000 popul-tion aesrequested by the British 
Columbie delegetes, upon the per capita of Nove Scotia 

and New Brunswick of 27.77 (the originel basis of 


computrtion), British Columbia would have been entitled 


to a debt of $3,332,400, against which mst be deducted 
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"the -ctunl debt, less sinking funds, of $1,046,200, 
lenving the sum of $2,286,200 upon which an enhunl 
intercst allowence of $114,310 instend of the $31,000 
actue. lly received. Furthermore, if populstion of 
120,000 instced of 60,000 had been sllowed the wr 


ce.pite allowance for Government et 80 cents per heed 


from 1871 to 1901 would heave emounted to $9,000 instead 


of $48,000 reccived, making an additionel per cenrpitea 
eront for the period of $1,440,000. Assuming the per 
ecpite debt edjustments of 1873 end 1884 hed been given 
British Columbie and heen made applicnble to a 
populstion besis of 120,000, the following would be the 
differcnee which the Provinciel Assembly considered 
British Columbic was entitled to as terms of Confeder- 
ation snd which subsequent events have more than 
corroboreted:- 
Then this teble is given and I don} think I need read it, 
Mr. Chairmen. I think if the members of the Commission ren 
their eyes over it,it would be casier then reeding it aloud. 
The totel th-t is worked out on that basis is $7,855,000. 
COMMISSIONER MecKAY: Wht ebout the $100,000 thet is 
grented here by the Commission. 

HON. MR. FARRIS: If the $100,000 is considered actully 
in substitution for this, thet would heve to be set against 
these figures: 

COMMISSIONER MackKAY: It prectically equals it. 

HON. MR. FARRIS: I would not think so. 

COMMISSIONER MecKAY: Trke $100,000 over 66 years, is 
it not? 

HON. MR. FARRIS; 66 years, yes. 

COMMISSIONER #incKAY: Tht is $6,600,000. So the 
diffcrence then is only about $1,268 ,000. 

HON. MR. FARRIS: On that basis, yes. Now before 


proceeding further, in enswer to the Cheirman's question, 
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I heve the Sessional Papers, volume 4, 1871, the fourth 
Session of the first perliamecnt of the Dominion of Caneda, 
end at Sessional Peper No. 18 -- (the book docs not sccm 
to be prged cxeept in that wey) -- there is - communicction 
from Govcrnor Musgreve to the Governor General, directed 
from Government House, British Columbia, 20th February, 
1870: 
"T have the honor to forwerd to Your Excellency a 
copy of the Messnge with which I ceused th Legis- 
lative Council to be opened on the 15th instant, 
and of « Resolution which the Government will 
introduce, embodying the terms on which it is 
recommended thnt this Colony showld propose to join 
the Dominion of Canrda." 
And four seys this: 
"It is proposed, therefore, that for the purposes 
of an errangement with Canada, our populntion should 
be estimeted from the amount of revenue contributed 
to the generel fund of the Dominion, from the sources 
which would be transferred. On e modé-ate compu~ 
trtion, the Customs end Excise Duties are estimated 
for this year at $850,000. This sum is more than is 
reised from 120,000 of the populetion of Canada, the 
rate there being, as I am informed, $2.75 per heed. 
British Columbie claims eccordingly to come into 
the Union with the privileges, as she relinquishes 
the revenue, of 120,000 of the population of the 
Dominion. This point being conceded, the rest of 
the finencial arrangement proceeds upon the same 
principles which have been admitted and acted upon 
in the cases of the Eastern Provinces. And upon 
due consideration, I do not think the plan proposed 
will be found to be unfair." 


THE CHAIRMAN: Thank you. 
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HON. MR. HARRIS: The Premier is not quite satisfied 
with my view on that, I want to discuss it with him before 
I jess it further. 

THE CHAIRMAN: We will not investigate the relations 
between you and your client. 

HON. MR. FARRIS: They are not strained. 

Waskatchewan, with an actual population in 1901 
of 91,279. was, upon entry into Confederation in 
1905, allowed an assumed population of 250,000 
for subsidy purposes. Alberta, with an actual 
population in 1901 of 73,022, was, at the same tim, 
also allowed an assumed population of 250,000 for 
subsidy purposes. Manitoba, by various adjustments, 
ha been pleced on a parity with these other two 
Provinces. 

It will be seen that these Provinces were allowed 
assumed populations fully three times the number 
actually revealed by the census, and yet this is 
the very proposal that was refused to British 


~ 


Columbia.* 


THE CHAIRMANs A census was taken in these provinces 
in 1906 was it not? I should think the 1906 census would 
give us a much better idea of the actual population of those 
provinces than the 1901, because that was the big period of 
migration settlement in the West, as I recall it. If you 
have the figures available for 1906 we would be glad to see 
them. 

HON. MR. FARRIS: Yes, I follow what you are stating. 
Of course the 1906 figures were not available at the time 
these provinces were formed in 1905. : 

COMMISSIONER DAFOE: No, but there was a very rapid 
expansion going on and I think it might be argued that the 


250,000 was not an assumed population but was an estimate of 
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an actual population. I do not know from what source they 
got their estimate, but Saskatchewan started off with a 
claimed actual population of 279,000 and of course in 1911 
it had about half a million and Alberta had 400,000. So 
there was a fairly close approximation to the assumed 
population at the time the provinces were created. 

HON. MR. FARRIS: Yes, I will give you the figures 
of that after lunch, Mr. Chairman, 

“Actual debt allowances of Provinces on entering 
Confederation, together with various adjustments 
and special grants that followed in later years 
are then set out 

Then at the bottom of the page is the situation in regard 

to Nova Soctia and the history is given of those adjustments 

which we have discussed in other places and the increase in 

1873 and then the adjustment in 1884, which I need not read 

in detail at this moment., Then at Pege 15 is a comparison 

between British Columbia, Manitoba,and Prince Edward Island: 
"These three Provinces -re in a peculiar position 
to the rest of Canada in that they entered Confeder~ 
ation rons few years after the original pact of 
1867. Manitoba came in in 1870, British Columbia 
followed in 1871, and Prince Edward Island in 1875. 
These three Provinces were specifically mentioned 
in the readjustment Act of 1884. As we have sean, 
Prince Edward Island, on account of its “isolated 
and exceptional condition, etc.,"* was given a debt 
allowance of $50 per capita of its population as 
opposed to $27.77 in the case of British Columbia 
and Manitoba. With subsequent changes Prince Edward 
Island, with the smallest population in Canada, 
has to date been granted a debt allowance of 


$4,884,023. Manitoba, starting at the Union with a 
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"debt allowance of $472,070, had it increased by 
subscquent Acts, culminating with en addition of 
over $4,000,000 in 1912, till to-day it stands 
at $7,631,684, British Columbia's total allowance 
stands to-day at $2,028,891. 

Following is the per capita allowance for these 
Provinces, besed on the Dominion census of 1931. 
The above figures do not represent the actual 
interest received annually by these three Provinces 
to-day, eas originel debts hed to be deducted and the 
Provinces were also allowed to draw on the capital 
of their debt allowance. This was done from time 
to time. Menitoba was declered to have no debt 
on entering Confederation so it leaves her allow 
ance intact, except for some small withdrawals. 
Prince Edward Island and British Columbia both lad 
fairly heavy debts et the time of Union, so that 
the present standing of debt allowancson which 
these three Provinces draw interest is:-" 
ae the figures arc given, the per capita, Menitoba ,55, 
Prince Edward Island .44, British Columbia .04 ccnts. 
- - THE CHAIRMAN: Senator, can you explain a little more 
fully how those debt allowances to the provinces were 
arrived at? 
HON. MR. FARRIS: No, I have not that information, 
Mr. Chairman. 
THE CHAIRMAN: There mist be some, I don't know 
what the explenetion is myself, but it would be interesting 
to know what it is. 
HON. MR. FARRIS: Probably a reference to Hensard 
would give the explanation; no doubt when the Bill was 
introduced there would be an explanation. 


THE CHAIRMAN: Did it have anything to do with the 
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provinecs not getting thcir lends? 
HON. MR. FARRIS: That may be, but they got their 
lends later and they got the edjustments for that, 
THE CHAIRMAN: I know, I was only trying to get at 
the reason for the original allowance. 
HON. MR. FARRIS: There was no readjustment on that 
account. 
"So far as debt allowance wes concerned British 
Columbie end Manitoba entered Confederation on 
fairly equal terms, each with a per capita allowance 
of $27.77, the one on an assumed population of 
60,000, the other on an actual population of 17,000. 
There was this difference: that British Columbia 
had claimed the right to enter the Union with an 
assumed population of 120,000, on the ground that 
while the actual popul=tion was 40,000 the revenues 
were three times greater per head than those of the 
rest of Canada." 

COMMISSIONER DAFOE: I think I will have to interrupt 
with a comment there, if you do not mind. There is an 
assumption there th-t Manitoba's per capite charge contri- 
pution was $2.75. Of course the argument that is being 
made on behalf of British Columbia was mde consistently 
also on behalf of Manitoba until such times as the railway 
connection between Menitoba and the Est had brought 
Manitoba into the generel economic systemof Canrda. In 
1884 the Government of Manitoba mede 2 representetion for 
better terms in which they mde the argument that they peid 
the highest per capite tax on customs end they worked out ~= 
I don't vouch for the accuracy of the figures -- but they 
geve the figure for ten years and they said they were the 
highest in Ocnede, being 51 cents per capita higher than 


British Columbia. So thet particuler comprrison does not 
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seem to be bised on sctunl facts, but it does not of course 
effect your -rgument -s .grinst the whole of O-ncd-, the 
argument still holds as -gainst E-stern Crnrde. 

HON. MR. FARRIS: Do you know, Mr. Dafoe, where one 
could get that estimte? 

COMMISSIONER DAFOE: It is indiceted in Chester 
Mertin's “Naturel Resources" in a foot-note which I have 
here somewhere. I will give you © memorandum of the 
reference. 

HON. MR. FARRIS: Mr. Chairman, I understood your 
question about how these debt allowances were arrived at 
hed reference to the new provinces coming in, Alberta 
end Saskatchewan? 

THE CHAIRMAN: Yes, the ones with which you “are making 
the comp=rison in that clause. 

HON. MR. FARRIS: Yes, thet is what I understood. 

"It was considered only equitable therefore that 
British Columbis should receive subsidy in proportion 
to the revenue taken from the Prowince by the Dominion. 
In British Columbia's anxiety for reilwey connection 

a compromise of 60,000 assumed population was 

accepted. 

Manitobe at Gonfederation, in addition to the 
pllowance of $472,090 in lieu of debt -~ a per oapitea 
egquivelent of the allowance to other Provinces -« 
was granted $30,000 and 80 cents per head on estimnted 
population of 17,000 in aid of local government. 

The Province wes crented in 1870 from - portion of 
Rupert's Land acquired from the Hudson's Bay Company 
on payment of 2£300000 in addition to an extensive 

land grant; and in forming this Province the Dominion 
reteined “all ungranted or waste lands +.. except as 


mney be affected in the »greement for the surrender of 
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""Rupert's Land by the Hudson's Bry Company." Mpni- 
toba was purely «2 territorial acquisition of the 
Dominion, and whilst es e. Province it reccived 
competent locel government and hed grents made to 
it simil-r to other Provinces it had no jurisdiction 
over its l-nds as had the other Provinces. To the 
purch=se price of the Hudson's Bay innds British 
Columbia in cormon with the other Provinces sub- 
sequently contributed. 

In 1882 legisletion was passed by the Dominion 
whereby the grant in aid of local government was 
incrensed from $30,000 to $50,000 and the per capita 
allowance was based on 150,000 people -- the census 
population of 1881 being 62,660, and the indemnity 
in lieu of public lands, mde at Confcder-tion, was 
incrersed to $45,000 » yenr. In 1885, as a settle- 
ment of claims made by Menitobs for better terms: 
(1) The swemp lnnds were returned to the Province; 
(2) the University of Manitoba was endowed with 
150,000 acres for its mrintenance; (3) the 
indemnity for want of public icnds was ineressed 
from $45,000 to $100,000 = year; (4) the annual 
increase of per capite allowance was to be meade 
every two -nd - half yerrs; (5) the debt allow- 
ence wes incrensed end advance of $150,000 allowed 
for public buildings. 

In 1912 Dominion legislation provided for: (1) 
Extension of bounderies of Manitoba to Hudson Bay; 
(2) interest on debt allowance being incrensed 
annually from $178,947 to $381,584, retrorctive 
to 1908; (3) the public lands and resources were 
to be returned to the Dominion and in lieu the 


Province was to be paid, on basis of populetion at 
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"ench quingucnnirl census, $562,500, subject 

to certein deductions for lends retro.ctive, this 
pmount to be retroactive to 1908 and to incrense 

with increase of popul-tion -- this, with interest, 
medo- an, adjustment: in’) 1912. 0f $2,195,357.31; (4) 
ellowence to assist in providing for construction 

of public buildings of $201,723.57 was made, bringing 
tote 1 peyment to Menitoba for Govermment buildings 

of $468,750. 

With the vrrious -sdjustments and incresses, 
special grants, the original subsidy of $47,987.80 
paid to ianitobe in 1870 has increased to an enmal 
peymcnt in 1936 of $1,716,484.18, as against 
$874,561.46 for British Columbic. This Il-st-mention- 
ed sum does not include the interim grant of 
$750,000 received in 1935, 1936 and 1937. 

SASKATCHEWAN AND ALBERTA 

Saskatchewan and Alberte were created Provinces 
in 1905 end the per capita grant wes made subject 
to chenge every two and = half years. The annual 
grents for Government heve incrersed from $50,000 
per yeer to $220,000 in Saskatchewan and $190,000 
in Alberts, As the Provinces were not in debt 
they were to receive $405,375 per year as interest 
on a debt allowance; and in lieu of lands reccived 
$562,500 a yer, with additional allowence when 
populstion exceeds 800,000. They were also given 
allowences of $468,750 for public buildings, payable 
in five years. The school lends allotted to these 
Provinces heve provided $10,364,483 to Saskatchewan 
and $6,724,070 to Alberta. 

FOUR WESTERN PROVINCES. 


The four Provinces of Western Cannde come into 
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"Confedcr-tion in the following order: Mrnitobea in 
1870, British Columbie in 1871, {lbcorte. and Sask-tche~ 
wen in 1905. «.s previously notcd, Menitoba ani 
British Colunbie st-rted with en equal per eapita 
debt sllowence of $27.77, though in Manitoba's 
cesc it wes on ectual population of 17,000 and in 
thet of British Columbie on an essumed popul-tion of 
60,000. Under the readjustment of 1873 (both Prov~ 
inecs still being dealt with on the old per capita 
basis of population), Manitoba reccived an increrse 
of $79,557 and British Columbia got $279,600. From 
this time forward, howevcr, the positions were reversed. 
Under the re-djustient of 1884 Menitoba rcccived an 
incercrse of $110,825 and British Columbic wes given 
883,091. In 1885 Menitobs was given - further 
inercasc of $2,649,642; British Columbia got nothing. 
In 1898 Manitobe cgein was given an increase of 
3217 ,026 a British Columbir. got nothing; end in 
1912, on the extension of her bounderics, Manitoba 
received another incrcasc of $4,052,763; British 
Columbia), of course (not:boing considered." 
teble is given supporting what has just been said. 
“When we turn to Alberta and Saskatchewan the mtter 
is simple. When these Provinces were tnken into 
Confederation in 1905, each was given a debt allowance 


of $32.43 --" 


THE CHAIRMAN: Just a moment, Sen-tor, if you please. 


Wind in 1912 on the extension of her boundaries, Mrnitoba 


reoeived another increase of $4,000,000." Is that 


$4,000,000 in debt allowance, do you mern, or $4,000,000 in an 


actual grent or $4,000,00 in whet? 


HON. MR. FARRIS: It is in debt allowance, Mr. Cheirmen. 


You sec thet from the table. There are six items making up 


ea toterl debt allowances of $7,631,000. 
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THE CHAIRMAN: Yos, thnt answers my question, thank 
you. 
HON. MR. FARRIS: Refcrring to Jlbortnr and Saskntche- 
wen, 
"When these Provinces were taken into Confedcration 
in 1905, cnch was given - debt -llownnes of $32.43 
per crpite on an assumed populstion of 250,000, the 
capitel emounting to $8,107,500 in each case. At 
this time the per capita debt allowance for each 
of these Provinces based on the census of 1931 
st-nds as follows:-~* 
But of courses we must consider thrt in the light of the 
informetion thet hens been now suggestcod and as far -s we 
conn give those figures I will have then. 

"Manitoba's increase in 1885 wes granted under 
the heading of “in Jct for the Final Settlement 
of the Claims mide by the Provinee of Manitoba on 
the Dominion.“ It added as we hrve seen ebout 
82,650,000 to the debt allowance, This final 
settlement was followed in 1898 by "ain Jct 
respecting the Menitoba Debt «.ccount,” which -dded 
3267 ,000 more -s compensation to the Province for 
the erection of the Legislrtive Buildings cnd 
Governmcnt Housc at Winnipcg." 

THE CHAIRMAN; That is not tho now buildings? 

HON. MR. FARRIS: 
"To this further final settlemcnt another 
$4,000,000 was edded by the “Boundaries Extension 
Aet" of i912. 

Saskatchewan and Alberta were treated libcrally 
in 1905 and to-day drew annually an intercst on 
debt allowance of over $400,000, Manitoba would 
heve the same but for withdrawals that bring it 


down to about °380,000, whilst British Columbia 
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"reccived -bout ¥29,000. This an anomaly thet should 
be correctod." 

THE CHAIRMAN: Thet $4,000,00 -dded by the "*Boundreries 
Extension Act" of 1912, I suppose the record would be in 
the discussion in Parlimment sovewhere. Thorc must h-ve 
been some specinl reason due to 16 teking over of the 
territory, I suppose, for thnt ellowance being mode. I do 
not know whet it WES 0 You sce, Scneator, it is not possible 
for the Comission to form an opinion 2s to whether you 
heve been unfairly or unequally trcated unless we know 
the reason for these particular grents. It is obvious 
you have not received the sano grants but one would have 
to know the reason for these p-rticular grants. 

HON. MR. FARRIS: We will furnish you with that, sir. 
"Totel interest on debt allowence*, it shows on the basis 
of the per cepite by the 1931 census and I won't read 
thet beceuse I want to lieve thet considered in the light 
of the 1906 census. The next is the 80 cents per capita 
allowence: 

"The purpose in allowing this particulsr grant 
hes already been indicted by previous references 
to Confederstion debates, and is presurmed, in view 
of the surrender of Customs and Excise duties, to 
nugnent sufficicntly the linited revenues remaining 
at the disposal of the Provinces to enable them to 
carry on such services as “the administration of 
justice, the support of education, grants to 
literary and scientific socicties, hospitals and 
charities, and such other mtters as cannot be 
reg-rded as devolving upon the Genernl Government." 

This coneeption is emphesized by the statenent 
of Sir Wilfrid Leurier in 1907, after reviewing the 


compromise finrneial errengenents of Confederntion 
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"in rofercnoe to Lower Cranvde and the Mearitine 
Provinces’,in which:he says" 
Now, I heve slrcady read thet ycstorday. 

"In the case of British Colutibia, owing to the 
insufficicncy of this compensation, it was ncocessary 
et the very outset to provide other means of 
financing the Provincial undertekings mentioned, 
This Province had searecely been in Confcderntion 
five years before direct trxes on income, personal 
propery, real property, and wild lend hed to be 
levied in order to enable the Government to cerry 
on, end it hes been in this field of texation ever 
Since. Otherwise British Columbia never could 
have underteken the conduct and development of these 
services throughout the vase expanse of its rugged 
end scsttered territory. 

It was with a full knowledge of locel conditions, 
and with « view to mnking provision for the n-ture 
and extent of these requirements, that this Province 
stipul-tead a per cepite allowance based on a popu- 
Lationwos. 120000. 

Reason for fixing per enpitea allowance at 80 

The sum of $264,000 was required by Nove Seotia, 
in addition to her territorial revenues of $107,000 
to provide for irmediate local requirenents; this 
sum works out at ebout 80¢. per head. New Brunswick, 
who could not manage on this basis, proposed to cut 
down local expenditures from an estimate of 
$404,000 to $353,000 and to make a further reduction 
of $63,000 within ten years, but for each of the 
first ten years she was to receive a special grant 
of »63,000 to Yalahee une accounts" 

ina then they are totalled up from 1871 to 1936. The total 


per capita grant received,$13,000,000,as against a cost 
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of 3185,000,000, adverse balance $171,000,000. Tho cost 
of provincial shere of uneorploynent rolicef 330,000,000; 
making 2 total of $201,000,000. 

Thoge figures I have just givon, Mr. Chairman, I 
suppose, Might also epproprixrtely fit in with the figures 
I gave in the first of ny six reasons. 

COMMISSIONER MMackiY: <Any other Province could make 
up a somewhat siniler account could it not, if it based 
its estinates solely on the 80 cents por head? You have 
not tried working it out with the other provinces ona 
comparative basis, have you? 

HON. MR. FARRIS: No, I would not expect they would 
be as pronounced in the other provinces. 

COMMISSIONGR MackKaY: No, they might not be as 
pronounced but the total would be pretty large. 

HON. MR. FARRIS: I have no doubt of that, Dr. MacKay. 

CENSUS 

"The fact that this allowance is determined on 
the decennial basis of population, although 
apparently not unfavourably regarded by the Eastern 
Provinces, works to the serious disadvantage of 
British Columbia. With the advent of the railway 
the population increased to an abnormal extent, 
yet this was not reflected in the subsidy for 
severel years. To illustrate the point, in 1911 
the decennial census fixed the population, upon 
which the subsidy for the ensuing ten yeers was 
based, at 391,000. In 1914 a conservative estim te 
showed it to be approximately 450,000, while the 
census in 1921 disclosed the actual population 
as 524,000. Yet, for subsidy purposes, the popu~ 
lation over this waolce ten-year period was presumed 


to be only 391,000. The loss thus sustained by the 
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"Province is, therefore, quite evident, since the 
heavy expenses occasioned by the incoring 
popul-.tion wes nesessarily incurred many years in 
advancc of the increase in the per capite grant. 
It will readily be conccded that the Western 
Provinees have shown, and will continue to show, 
a nore rapid proportionete increase in populstion 
than the Exstorn Provinces. for instance, in the 
sixty yeers ended in 1931 the population over 
the whole of Canada has increased 181.27 per cent., 
whereas in British Columbia the corresponding 
increase hrs been 1,815.37 por cent. in the case 
of Manitoba, Sasketchewan, and Albcrte, this factor 
was recognized in the arrangoment for determining 
the Der vcapliaugrant , whereby en ectual census 
is taken every five years, upon which an estimated 
census is based every two and a half years, and 
the allowance is readjusted accordingly. Some 
ides. of the cxtent to which British Columbia has 
suffcred by renson of this obvious inequality 
will be gerthered from the following statcment" 
ind this statement is a table showing the different 
allowanccs per head of population, the ectual receipts, 
end then » specie l analysis if payment had been reccived 
on the basis of the other western provinces, which shows 
a discrimination aginst what had actually been received 
and what should have been received of $2,000,000. 
COMMISSIONER DAFOE: Why is the date at which this 
arrangement was begun and commenced in 1891? Is there any 
special reason? I think the five year census dated from 
about 1905, but I may be wrong in that. If it dated 
from 1891 of course the reason would be clear. 


HON. MR. FARRIS: I don't know, Mr. Dafoe, why that 
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analysis is. 
"British Columbia, therefore, claims that the 

basis of arriving at her per capita allowance 
Should he the same as is in effect in the case 
of the three Prairie Provinces, and that, having 
regsrd to the many disadvantages under which this 
Province has laboured in the past, the readjustment 
should be made effective as from 1891." 

THE CHAIRMAN: The exact point of this particular 
phase of the matter would be met if the adjustment were 
made as of the date those provinces were created, would 
it not 3 

HON. MR. FARRIS: It would be met as far as those 
figures are concerned. 

THE CHAIRMAN: Yes, as far as equality of treatment 
is concerned. 

HON. MR. FARRIS: Yes, but on the other hand I suppose 
the argument might be fairly made then that if that was a 
fair thing to do for those provinces in 1905, it was an 
equally fair thing to do for British Columbia for the 
period during which the same condition existed in British 
Columbia. 

THE CHAIRMAN: Of course then you come to this? 
There has beena rapid increase in population in both 
Ontario and ~uebec during these past twenty years. I can 
understand the argument that you should be put on the same 
basis as the two Western provinces since they came into 
Confederation, but I do not know what the increase has 
been, there certainly has been a marked increase in Ontario 
and Quebec population too. 

HON. MR. FARRIS: I agree, Mr. Chairman, that 
pressing the argument as against Ontario and Quebec from 


British Columbia's standing alone that is an answer, to 
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extent that the figures will support it. I have not 
figures. 
THE CHAIRMAN: I have no idea what the figures are. 
HON. MR. FARRIS: I mean, you would havc to take 
bitter with the swesct and if the figures would work 
that way, the only basis on which British Columbia 


support this argument, prior to 1905, is on the ground 


of comparison with the Eestern provinces, and of course that 


would have to be a comparison over the full period of 


the 


seventy years. I guite concede that. And apart from 


that I accept the position you have stated that so far 


as the Wcstern provimes are concerned, and if it is to 


be conditioned on a comoerison with them, the logic of 


it is to confine it to the period in which they have been 


in existence. 


(Page 5021 follows) 
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"Not only in debt allowance, but in special grants 
to provinces, British Columbia has suffered in 
comparison with others, as the following figures, 
based on the 1931 census, show:--" 

This table shows the per capita special grants, and 
Prince Edward Island received $67.46, Nova Scotia, $17.80, 
New Brunswick, $37.92, Manitoba, $50.02, Saskatchewan, 
$20.10, Alberta, $22.17, British Columbia, $12.96. 

THE CHAIRM:N: What would Ontario and Quebec show on 


the same basis, do you know? 

HON, MR. FARRIS: I cannot give you that, off hand. 
When I come to one of the other headings-—-we are putting 
the position of British Columbia in comparison with the 
other provinces on one basis and with Ontario and Quebec 
on another basis. We justify that by reasons which are 
given in the presentation of the Brief. I think that would 
apply equally to this; you might leave that for the moment 
until it comes up in the ordinary course of events. 

COMMISSIONER DAFOE: Do those figures showing the 
special grants for Manitoba, Saskatchewan and Alberta, 
include the awards made under the commissions which were 
appointed to decide whether cash payments should be made 
in settlement for the lands alienated? 

HON. MR. FARRIS: I do not know, but I presume they 
do. My memory does not serve me on that score. 

COMMISSIONER DAFOE: The grants for Saskatchewan and 
Alberta have never been taken up by those provinces. 

HON. MR. FARRIS: I will makea note of that and see. 


THE CHAIRMAN: The explanation of the question which 


I asked, Senator Farris, is found in the next table; there 
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were no special grants to Ontario and Quebec as the next 
table shows. 

HON. MR. FARRIS: "Subsidy allowance to provincial 
governments, July 1, 1867, to March 1, 1936." This is 
shown in a table at the bottom of page 21 in the Brief of 
Argument submitted by the province. 

THE CHAIRMAN: In that connection, I see you have in 
the third column, special grants. 

HON. MR. FARRIS: Yes, but that does not change what 
I have said, “r, Chairman, 

THE CHAIRMAN: I am only saying that it is an answer 
to my question. 

HON. MR. FARRIS: In regard to the whole basis of our 
comparisons, Il have formulated my argument to make a 
certain basis of camparison with the provinces other than 
Ontario and Quebec. I give the reasons for this at at 
later date. I will continue to read item four at the 
bottom of page #21 of our Brief-of Argument:-—- 

" Four: The contribution which British Columbia 
is making to the Confederation is 


excessive:-- 


Either in comparison with the grants which she 
receives from the Dominion; or in comparison with the 
contributions of other provinces, 

The following contributions are particularly 


referred to:-- 


A. Income Tax 
For the purposes of the discussion it is proposed 
to classify the provinces of Canada into three groups;- 


First: Ontario and Quebec. These two central provin- 
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"ces are in a position distinct from the other 
provinces. The fiscal policy of Canada has been de- 
Signed to protect and build up the secondary in- 
dustries. The result of this policy has been to 
centralize the protected industries in Ontario and 
Quebec. It has also centralized there most of the 
large corporations doing business across Canada." 

COMMISSIONER MacKAY: With regard to that point, 
Senator Farris, do you think it is a fair statement of the 
case to say that the result of this policy has been to 
centralize protected industry in Ontario and Quebec? If 
it has been the result of the tariff policics--if there 
had been no tariff policy there might not have been as 
mach industry in Ontario and Quebec, but would there have 
been any more industry in British Columbia or amy other 
part of Canada? 

HON. MR. FARRIS: So far as British Columbia is 
concerned, what we say our position is, is this; if there 
had not been a tariff policy, there would have been more 
industry in British Columbia. 

THE CHAIRMAN: How do you make that out, Senator Farris? 

HON. MR. FARRIS: I make that out in my case which I 
am going to present. I would sooner follow my line of 
argument and develop it in that way. You can see what I 
say in this Bricf of Argument,"The facts to support this 
classification will be given later." The first group on 
comparisons I make are with the provinces other than 
Ontario and Quebec, and to avoid the very question which 
the Chief Justice has asked me, I did not put in the other 


table. I have put in my reason to justify the comparison 
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only with the other provinces, then as I develop this argu- 
ment I hope to be able to answer Professor MacKay's question, 
I continue to read: 

"The result has been to increase greatly the 
populationnof these provinces and add to their in- 
comes and purchasing power. 

Second: The other provinces except British 
Columbia. These provinces pay tribute to the 
protected industries of Ontario and Quebec in 
increased customs duties and enhanced prices for 
commoditics purchased in Canada. In return, however, 
they receive more or léss compensating advantages 
from the homc markct built up by this tariff policy. 

Third: British Columbia, British Columbia 
pays her tribute to the protected industries of 
Ontario and Quebec. For her, however, there is little 
d dledaben nce from the home market. ‘She is compelled 
to buy in the highest market and sell in the lowest. 
The great bulk of her commodities are not sold 
in the so-called frce trade area of Canada, but in 
the competitive markets of the world. 

The facts to support this classification will 
be given later. It is set forth at this juncture in 
order to explain the basis of comparison to be now 
made. These comparisons are made with the second 
group of provinces only. Comparisons with Ontario 
and Quebec will be made on a different basis for the 


reasons determining their different classification." 
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Now, this is a table of comparisons from 1918-1919 to 
1937, that is from the beginning of the Dominion Income Tax 
and it shows the income tax collected from British Columbia 
in that period as being $74,860,000. TheDominion Income 
Tax collected from the three maritime provinces, Alberta 
and Saskatchewan during that period was, $74,401,000. The 
population of British Columbia is shown as 780,000, while 
the population of these five provinces is shown as 
e707, ,000., .Tois table shows the total Dominion grants to 
British Columbia as being $16,750,000, while the total 
Dominion grants to the above five provinces is shown as 
$99, 274,000. In other words, while these five provinces 
received approximately $99,000,000 with a population of 
2,000,000 while British Columbia received only $16,000,000 
with a population of 780,000. In the matter of income tax, 
$74,000,000.was collected from this population of 780,000, 


while only $74,000,000. was collected from the other five 


provinces. 


THE CHALRMAN: I suppose, however, you do not question 


that the tax should be collected from those best able to 


pay it. It so happens that those who are best able to pay 
reside, for the most part, in Ontario, Quebec, and British 
Columbia. 

HON. MR. FARRIS: We will discusw that as we go along. 
I do not concede that that is the real reason why it works 
out this way. I come now to the comparison between 
British Columbia and Manitoba. The Be eeS Oe Income Taxes 


collected from British Columbia total $74,860,000., while 
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the Dominion income taxes collected from Manitoba were, 
$56,142,000. The population of British Columbia is 
780,000 and the population of Manitoba, %11,000. The 
total Dominion grant to British Columbia was $16,750,000. 
and the total Dominion grants to Manitoba were, $34,587,000. 
I continue to read at the top of page 23, of the Brief of 
Argument: 
"It is estimated that for the fiscal year 1937-38 
the Dominion income tax collections will exceed the 
combined income tax collections for the three Mari- 


time provinces and the three Prairie provinces. (See 
ue 


Part V., page 182.) Ap 
Population, British Columbia..780,000 
Population, these 6 Provinces$,500, 000 
Total Dominion grants to British Columbia $16,750,000, 
Total Dominion grants to above 6 provinces133, 961,000, 
For the period 1918-1937 the province collected 
INCOMG TAXOS.ccc.gstesecsces $04,000, 000,00 


As against the 
Dominion collection. ...cceoe 74,860,000.00 


COMMISSIONER DAFOR: I do not see that there is any 
grievance in the fact that more income tax is collected 
in British Columbia than is collected elsewhere, because 
income tax has no territorial significance. It is just 
a question of where the money is. 4 suppose, the point 
of the argument is, that in view of the large edison cue 
from British Columbia that there should be a more generous 
attitude towards British Columbia in the matter of grants. 
HON. MR. FARRIS: It goos further than that, Mr. Dafoe. 
There are other considcrations which enter into the question, 


Please allow me to defer that for a moment, 
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Continuing to read from the Brief of Hacks 

"For the past fiscal yoar and the present one the 
Dominion collections in British Columbia execed those 
of the province. (See Part V., page 186.) 

In making these comparisons between British 
Columbia and other provinces, it may be suggested that 
the total income af its citizens should be considered 
in relation to the total income of the citizens of 
the other provinces," 

I take it, that explains one of the very questions which 
the members of this commission have just put to me. Continuing: 

First: It is the total income which should be y 
considered and not merely that which is taxable. For 
instance, there is subsistence income. The character 
of the industry of British Columbia would indicate 
that it is unlikely that subsistence income is as 
high in British Columbia as in other provinces. This 
would be due, in the main, to the situation in 
the forestry and mining industries, where a large 
number of men are employed under conditions where the 
production of subsistence income is impossible. It 

: would be natural to suppose that the largest sum of 
subsistence income would be obtained in those provin=- 
ces in which agriculture assumes greater importance, 
The census figures for 1931 show the farm population 
of British Columbia as only 14.7 per cent of the total 
population, compared with Saskatchewan, 61.2 per 
cent, and Prince Edward Island, 63 per cent. (See 
Part III.. Table 41, page 74.)« 


Now, I cannot see any difference in principle why 


people living in comfort and in reasonable enjoyment of ail 


het ag tes oo ao rasiaaos ope fo ai 


- aia a oat ‘tose ‘gtonedh ton ‘te nexsbresco | | as 7. 
stone | ost vans osiatendieuet at éaede rponetent oe 
ateetoat piven piste): debt te Yo (itaubat "ele 30(' 
eh BE “miooitt adtietotedue tna dod Lew er tt tot ‘am 
far wonnbio-a ‘aotite af we stated welyiaa iat gta ie 
ab npbiaye te, aa, ot cohen odd ot ond ed bicow 
‘eeral a conta (pabebaulbad aaiolm Ses Yataeto ong 
st oxen gaoks! havo. “ebal Soyolqae ete non to wodeasita 
$x ote cuiait ee Cian oduetabadaa to aottoubong 
to mur seoyrsl ott. ena eaoqrue of Lstuitam ed bioow : / r 
givory © onostt Dy i adihpatio’ ‘oe bivow suoomt sonctefadia 
sOoned togms: rer eSty: abies’ ced srt Lee tyes doidw a2 #60 
RotteDugod sacet oer wode IRL 40% ‘gotugl? guano oat 
Wot. ont to tale tog Toad tito a6 ‘skdmstod Hekt ind 0. . 
tec 8.8 Mipea tot one ne it ov Botaqnins elt dtuqod 
$65) .ti00 ot Ss eel Biewbe souttt ‘Baw «a9, 
mbs8 “tage tt afdst . tr tase ie 
Yaw siiebehed Sq DL sgmetettis wes oes tounge ‘ WON oe 7 ; 
#is to toamyoiao alindospey nt Sue tro'bmo 9 at gatyer elqdeg | Da 
| | ; fie 


; 9 
=) a Ab Wl 


5028 


the benefits of life, and this is so in farming communities 
to a greater extent than other places-~why the question 
should be put as it has been put,"You have no right to 
kick because the money passed through your hands." 

THE CHAIRMAN: Senator Farris, the Dominion Income 
Tax exemption is aroundg2,000 for a married man and $2, 000 
for a single man, is it not? 

HON. MR. PATTULLO: The Dominion exemption is $2,000, 
for a married man, 1 think. 

THE CHAIRMAN: The Dominion exemption is $2,000, for 
a married man and $1,000 for a single man. If you took 
a subsistence income, I think that would exempt most of 
the agriculturists in the different provinces. 

HON. MR. FARRIS: Undoubtedly, they are exempted. 

THE CHAIRMAN: I mean, if you had to value that sub- 


sistence income on the basis of income taxes, they would 


not fall within it, they would be exempted from it. The 
amount of the subsistence income would not equal the 
amount of the exemption. Income in this province, and it 
is true of Ontario and Quebec where there is a large in- 
dustrial population, is not subjected to the tax, either. 
I know the point you are pressing and it has been pressed 
with reference to Ontario and Quebec as well. Having re- 


gard to the exemption grented by the Dominion, it 


appears to me that very few agriculturists enjoy a subsistence 
income which would come within the provisions of the 
income tax acte Ido not think these people would be 


required to pay income tax even if they were compelled to 


value their subsistence income. 
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HON. MR. FARRIS: That may be, Mr. Chairman, if the 
argument was directed to the question of a change in the 
federal law so as to enable the collection of income taxes 
from those persons, but that is not the basis of my argu- 
ment. My argument is directed to the question as to 
whether or not, in comparison with these other provinces, 
ivics a fair thing to take from British Columbia as much 
as from all the other six provinces put together, that 
is the question. 

THE CHAIRMAN: It is simply because the people of 
British Columbia are earning more than those in the other 
provinces. 

HON. MR. FARRIS: I am not sure whether that is so 
in this case, 

COMMISSIONER DAFOE: If you were levying an income tax 
to tax a province on a percentage basis, that would be 
an argument, but the Dominion income tax is purely in- 


dividual, except where it applies to corporations. If 


you have the money, you are stuck for it, that is all, 
Income tax, when you have the money to pay for it, is 
not a hardship. 

HON. MR. FARRIS: Let me leave tuis for a moment and 
direct your attention to the second item on page 25 of the 
Brief of Argument where I say: 

"Second It is suggested that more money pro~ 
portionately is collected from industry in British 
Columbia because of the fact that industrial operations 
are there conducted by larger groups or corporations 


than in the agricultural provinces. The rate of tax- 


ation is thereby affected. If, for instance, in 
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"Alberta farming was conducted by large copporations 
embracing in one group a large number of the 

present individual farmers, the rate of taxation 
would be higher. (See Part V.,page 189.)" 


COMMISSIONER DAFOE: I think experience shows that 


where you have something analogous to this in Alberta, they 
make losses in comparison with very limited profits by the 
others. 

HON. MR. FARRIS: That may be; It might be true. 

I am not advocating this as a practical method of farming, 
I advocate this as a comparison in the application of the 
tax, which is a very different thing. I have no doubt that 
the reason farming is not conducted in that manner is that 
it is not economically sound to conduct farming in thai 
manner. However, I say, so far as this province is con- 
eerned it is an economically sound way to conduct certain 
enterprises such as pulp and various enterprises such as 
that, in group operation. From the standpoint of the 
profits, the amount of money made, in the one case the 
reaper cuts it down and in the other case does not touch 
it at all. 

THE CHAIRMAN: The reaper does not touch it here if 
Shey Giclee does not reach the amount required by law, so 
far as individual income is concerned, it does in corporate 
incomes. 

HON. MR. FARRIS: If by comparison, you went into 
Alberta and took one thousand farmers, their combined 
income would amount to a tremendous sum. Now, I say, here 
we have a tnousand industrialists working under one roof 


and income tax is taken out of the thousand people from 


British Columbia when it is not taken from the thousand 
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people in the other provinces. 


THE CHAIRMAN: It is taken from the corporation and 
not the people engaged in the industry. It is taken from 
the shareholders of the corporation, who may reside in 
Canada or the United States, but so far as the individual 
is concerned he comes within the exempted amount. I am 
only raising the point to get your answer to it, because 
it seems to me there is a weakness in your argument. 

HON. MR. FARRIS: There may be a weakness in my argu- 
ment, and there might be a weakness in the opposition to 
it. You may say this, there must be some reason why 
this situation exists. It certainly is not on the assumpt- 
ion that the producing wealth of British Columbia is equal 
to the producing wealth of the other six provinces in Canada, 


COMMISSIONER ANGUS: Is it not an additional point 


to that second paragraph that the Dominion income tax re- 


lating to corporate income really taxes that income twice. 


I mean to say if the shareholders live in the province, they 
are taxed on the income of the corporation and then also 
on their dividends. 

HON. MR. PARRIS: Yes, that is true. In any event, 
Mr. Chairman, I wish the Commission and the organization 
which you represent would follow this matter up and find 
out why it is, in addition to the reasons which I have given 
as well as the suggestion just given by Professor Angus 
that the Dominion is taking from British Columbia as much 
as from the other six provinces put togehter. I suggest, 
sir, it cannot possibly be on the quick conclusion that, 


"You have got the money." 
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THE CHAIRMAN: Is it not obvious, Senator Farris, 
that it must be income of corporations or private individuals? 
It is based on that. Ontario may put up the same argument 


as you are doing and so might Quebec. Is it not obvious 
that the Dominion Income Tax is based upon income, and if 
the people who have that income reside in any part of Can- 
ada, they must pay it, regardless of the province in which 
they live. 

HON. MR. FARRIS: There is no dnubt about that. 

THE CHAIRMAN: Where is there any injustice in that? 

HON. MR. FARRIS: I am saying that the system puts 
an unjust burden upon this province by reason of the fact 
it takes out of the province of British Columbia more money 
then this province can efford to pay. 


THE CHAIRMAN: Theat is what Ontario says, too. 
HON. MR. PATTULLC. I am just going to intorject, here, 


Ontario and Quebec also gct their money from British Columbie. 
There is an advcorse treadc balence between us of almost 
$50,000,000; we seem to have to keep the rest of Canade going. 


HON. MR. FARRIS: It is suggested that British Columbia 
has the money to do this, but British Columbie hes not the 


moncy. 


THE CHAIRMAN: You are not suggesting thet in the 
matter of income tax there should be an exemption of one 


province as compered with enother? 


HON. MR. FARRIS: No, I am meking the suggestion now 
that this is en unfair burden on the province of British 
Columbia; it is bleeding British Columbia white. This 
province cannot afford to keep it up, that is whet I am 


saying. It is no answer to say,"What is the alternative ;" 
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The two must stand separate and distinct. 
THE CHAIRMAN: There must be an alternative, Senator. 
HON. MR. FARRIS: There might be an alternative, but 
it is not an answer to ask,"What is the alternative?". 
This is only one part of the question, and I want to go 
on with my analysis because at the end I have arranged to 
consider income in relation to the cost and upkeep of govern- 


ment. I continue to read: 

"Third: Income should be considered in redation 
to the cost of upkeep of the province. The sum total 
of individual net incomes makes up the income of 
the province. Sut this does not become a provincial 
net income unitl there is deducted therefrom the cost 
of government in that province, It is submitted that 
it was recognized at Confederation that when the 
provinces surrendered their customs and excise duties, 
which were their principal source of revenue and were 


restricted to the field of direct taxation, it was 
intended that this field would be available to a 
province at least to the extent necessary to meet 
its cost of government. If this contention is 
correct, it follows that the Dominion'ts right to 
invade this field, if at all, is subordinate to the 
prior right of the province, and that not until the 
province has satisfied its needs from this source 
ahould the Dominion collect income tax in that province. 
Not only hes the Dominion violated this principle 
in British Columbia, but it does not even permit the 


_ taxpayer to deduct his provincial income tex in 


computing his federal taxeble income. 
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"The following is a quotation from the budget 
speech of the Honourable John Hart, 1935; on this 
question:--—'In defining the respective fields of tax- 
ation the provinces were by the Act restricted to 
licenees, fees, royabtics, and direct taxation, whereas 
the Dominion reserved to itself the right to levy 
by any mode of taxation; from Confaderation onwards, 
however, a tacit understanding existed to the effect 
that direct taxation was the sole prerogative of 
Local Government. It is not surprising, therefore, 
that the provinces viewed with alarm the Dominion's 
invasion of this ficld in 1918 by the imposition of 
an income tax; at the time this tax measure was 
introduced, Sir Thomas White, the then Federal 
Minister of Finanec, made the following statement in 
the House of Commons:--'"The Dominion Government 
under the provisions of the North Amcrica Act is 
empowered to raise revenue by any mode or form of 
taxation, whether direct or indirect; on the contrary, 
the provinces, and by consequence the municipalities 
which derive their texetion-power from the provinces, 
ere confined in the reising of revenues to the measures 
of direct taxation. For this reason, since ths 
outbreak of the war, I have hesitated to bring down 
@ measure of federal income taxation, and I have not 
regarded it as cxpedient, except in case of mmifest 


public necessity, such as I believe exists at the 


present time, that the Dominion should invade the 


field to which the provinces are solely confined for 
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"ttthe reising of their rcvenue," 

"tThe imposition of the Dominion income tax came 
as ea serious blow to British Columbia, as this 
province had levied a like tax since 1878; repcated 
protests have been made at Ottawa in this connection, 
so far without result’. 

There may be reasons for the other provinces, 
except Ontario and Quebec, wishing to concede the 
income tax to thc Dominion, so that from these two 
populous and highly-protectsd provinces income may 
be taken foxy the benefit of all Canada. No such 
reason justifies the collection of the present 
disproportionate federal income tax from British 
Columbia, or for the Dominion taking revenue which 
is necessary for the governmental functions of the 
province." 

I would like to defer further comments on these questions 
until I complete the picture. You will recall the subject 
we are now discussing is the unfair burden placed upon 
British Columbia by the tncome Tex. 

Now, in B, I say: 

"B. Dutics of Customs and Excise and Sales Tax 
as imposed by the Dominion on British Columbia," 

This is practically the same question as was considered 
in the carlier presentation which I submitted, and the 
criticism Profcssor Maxwell made about the finmcial question. 

"The amounts of these taxes are set out in Table 
103, pags 187, Part ¥. 

The figures there given do not represent accurately 
the payments mado by British Columbia, as is pointed 

out in the pages following the table. They are too 


large by the emount of duties collccted on goods 
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"consignod to othcr provinccs and too small by the 
amount of dutics collcctod on goods that enter through 
points of entry in other provinces and are consumod 
in British Columbia. +t is believed that the one 
largely offsets the other, so that the figures become 
approximately accurate. With regard to excise duties 
and taxes, and tax ‘on gold, bank note circulation, 
and insurance companies, the figures for collection 
in British Columbia cannot be taken as representative 
of the incidence on British Columbia individuals and 
industry. 

In a@ number of cases the collections are much 
smaller than the actual proportion of revenue from 
these taxcs that are paid by individuals and industry 
in British Columbia. The sterling example is the 
salcs tax, which on goods manufactured in Canada is 
collected at the point of production. The greatest 
part of Canadian manufacturing is concentrated in 
Ontario and Quebec and the sales tax is collected 
there at the source. The collections at the plant 
would be shown as part of the Dominion revcnue 
collected in these provinces, even although as is the 
case, a large portion of these goods are consumed 
in other parts of Canada, where the ultimate consumer 
must pay the tax. 

The same principle also applies as to income 
taxes. This is pointed out in the evidence of 
Mr. Fraser Elliott, given before the Commission at 
- Ottewa, page 3529:--'I have shown you the money we 


collectcd and now perhaps I might break it down into 
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"Sthe places from whence it comes. It comes mostly 
from Toronto and Montreal. These districts really 
collect money from all parts of Canada bocause the 
head office of many companics is in these big cities. 
Their activities however extend across Cenada. They 
make profits in every province. These profits come 
“home as part of the head office accumulation, and 
is thercfore reflected in the financial statements 
and in these centres taxed. When we say that the 
amount of money is collected from Montreal and Toronto, 
it is true as to the place where the hand that received 
the money is located; but it is not true in the sense 
that the money is carned in pase districts. .1t.is 
earned all across Canada. ! 

Again, the tax on bank notes is collected from 
the head offices of the banks, all of which are in 
Ontario and Quebec, and no revenue is shown as col- 
lected from British Golumbia, although the banks 
have extensive circuletion of their notes there," 

Profcssor Oarrothers has made an analysis of this 
question which you will find on page 187, You will be 
able to see there, how far these figures can be taken as 
accurate. Evidently the information for which I was looking 
is not on page 187, it is on page 189. However, I will 
leave that for the moment because I am making this statmment; 
in the text prepared by Professor Carrothers he examines, 
so far as one can examine, because the statistics are not 
availabie, the nature of the commodities which come into 
Britieh Columbia. It is set out, insofar as is possible, 


how much of this is not being consumed in British Columbia 


but going to other parts of Canada, or the Yukon. As 
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against that, he also takes into consideration, so far as 
one can estimate it, the goods which come in through other 
ports of entry in Canada, and are brought to British Columbia 
and consumed here. It is on that portion of this counter- 
consideration that he arrives at the figures which have 
been given and which I have read. He states, as I have 
stated,in my argument, so far as can be estimated, one 
probably about balances the other. You have, in addition, 
the historical support for that. In the early days when 
it was known that many goods were carried through in bond 

to Eastern Canada and could not be charged or credited 
to us, and this proportion was very striking. I gave 
‘You the figures for that, even back in 1870 as well as for 
later years, so his estimate on that, I think, is borne 
out. I continue to read: 

"Bearing in mind these qualifications, the following 
figures are quoted from the Tables for 1935-36:~—— 


Customs Duties collected at British Columbia 


prots of entry $7,217,000 

Excise duties collected in B.C. 5,050,000 

Wa:> tax revenues--Excise taxes Lt, 070,000 

Tax on chartered banks (note circu- 

lation) and Insurance companies L159000 
$21,452,000" 


THE CHAIRMAN: Senator Farris, just a moment, this 
table of excise duties ars duties on liquor and tobacco, are 
they? 

HON. MR. FARRIS: I take it they would be,largely, yes. 

THE CHAIRMAN: Those are consumed in British Columbia, 
or do you ship out any? 


HON. MR. FARRIS: I think it is probably safe to say 
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we consume more of that which comes through eastern ports 
than we do of that which comes through our own ports. 
THE CHAIRMAN: You bring in more than you ship out? 
HON. MR. FARRIS: Oh, yes. I want to get the page--I 
will give it to the Commission later--where professor 


Carrothers arrives at his figures and the balancing of one 


against the other. I have the wrong page indicated here. 

It is on that assumption that these figures are given; it 

is not done blindly, it is done after intelligent consider- 
ation. Whether it is right or wrong, it is an approximat/.on, 
the best which can be accomplished under the circumstances. 
Continuing: 

"C.. The Incidence Of .The Tariff.iIn Relation 
To Commodities Purchased In Canada Outside Of The 
Province At Priccs Enhanced Because Of The Tariff. 

It is not proposed in this submission to attack 
the orinciple of protection with a view to its removal, 
or even to advoeate a lower tariff. If parliament 
in its wisdom determines that a protective policy 
is for the general advantage of Canada, the individual 
provinces must accept tiis policy as for the common 
good. This docs not mcan, however, that the nation 
should not have due regard to the drain which this 
policy may impose on some constitueéns part, or that 
this drain should not be considered in the financial 
arrengements between the provinces and the Dominion. 

We have already dealt with the effect of the 
tariff in the collection of customs duties. The 


operation of the tariff in relation to protected 
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"goods purchased by the citizens of one province in 
other provinces is not so obvious, but in its effect 
it may be more direct than in the case of duties 
collected et the border. As to these latter, the 
province at least enjoys some share in its partici- 
pation in the general revenues of Canada. In the case 
of the toll taken by the higher prices paid in Canade, 
the levy does not reach the Treasury but goes directly 
to the manufacturers." 
THE CHALTRMAN: Senator Farris, just on that point, 
does that mean that British Columbia's industries derive no 
benefit from the tariff? 


HON. MR. FARRIS: Yos, we propose to quote figures whish 


will show, later on, that the groat bulk of British Columbia's 


industries sell in tho competitive markets of the world. 
We buy from Ontario and Quebec about $55,000,000 worth, I 
am getting ahead of my story, and we sell about $5,000,000 
worth. 

THE CHAIRMAN: Is there not protection given to your 
fruits and vegetables? 

HON. MR. FARRIS: That question does not enter at this 
point , 

THE CHAIRMAN: I am only think of the statement which 
has been made, that there is no appreciable benefit. 

HON. MR. FARRIS: This is not an argument attacking 
the tariff; that may be criticised in the sense in which 


you are doing it, sir. I am not stating there is no apprec- 


jable benefit of the tariff as applied to the other parts 
of Canada. We are considering now the drain which the 
tariff is making on British Columbia for the benefit of 


the other parts of Canada, that is what we are considering. 
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Now, the fruit--that is an economic question which is not 
involved in the disctission here. 

THE CHALTRMAN: Must you not take the bitter with the 
swoce t? 

HON. MR. FARRIS: It does not affect the sweet, at 
eile 

THE CHAIRMAN: If you get benefits, must you not take 
that into consideration? 

HON. MR. FARRIS: I quite agree, but you must make 
your application on a proper basis, with deference, Mr. Chair- 
man, What I say is this; we are considering the realtionship 
of British Columbia in Confederation, we are considering 
it from that standpoint. I am reluctant to say this, but 
for the purposes of comparison, I would be entitled to say 
that if British Columbia had not come into Confederation 
but had remained as a separate entity, it could have had 
a tariff to protect its own vegetables, carrots and beets. 
We are considering now tha Canadian tariff from the stand- 
point that it is making a drain on British Columbia and 


measuring the benefits which British Columbia has received. 
We are not attacking the tariff, we are not even advocating 
the tariff should be lowered, as that is a matter which 
must be considered by the Parliament of Canada. It would 
have to be the general policy of Canada which would govern 
that matter, but we are considering the continued incidences 


in considering | 
of this as a proper thing to consider/ the whole financial 


set-up of the province. 
COMMISSIONER DAFOE: If you were a separate state your 
local market, of course, could be completely controlled by 


your local tariff, but if the importations from the east, 
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made possible by the tariff, is a handicap or burden, is 

it not equally true that there is to some extent, I would 
not suggest, it is at all equal, but there is to some 

extent a set off that. you have outside markets in Canada. 
now, which you would not have if you did not have the benefit 
of the Dominion tariff. I think it is this point that the 
Chairman wished to make, 

HON. MR. FARRIS: I do not think that was the point 
which the chairman was making. If it was, we have been 
at cross purposes. I understood the Chairman to suggest, 
"You say it is of no benefit, is it not true the tariff 
protects your local vegetable market?" This is no benefit 
from Confederation; we could have had a tariff whether we 
went into Confederation or not, 

THE CHAIRMAN: If you were not in Gonfederation, you 
would be in United Statec. 

HON. MR. FARRIS: I would suggest that there is more 
British sentiment in British Columbia than in any other 
part of Canada. 

THE CHAIRMAN: Not by reason of the desire of the 
people, but by reason of the force of circumstances in 


1870-1871, 
HON. MR. FARRIS: I do not know what might have been 


true at that time, but certainly there would be no menace 
of that kind at this stage of our development. 

THE CHAIRMAN: No, I was not suggesting that; you 
were speaking of an alternative to Union, and I was saying 


if there had not been Union, might that not have been an 


alternative? 


HON. MR. FARRIS: With due deference, do not let us 


confuse our issues. No one will suggest that we should 
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pay tribute to Eastern Canada for having saved us in 1870. 


THE CHAIRMAN: I am only mentioning it because of 
your alternative, which I think is extreme, when you say 
if you were not in Confederation, you might be a separate 
state. The question is, what is right and fair under all 
the circumstances. 
HON. MR. FARRIS: I am saying that I am entitled to 
say this in answer to the question that the Chairman put 
to me because the Chairman cannot say,"Is not the tariff 
benefitting you, you can protect your vegetable market?" 
This has no relation to the tariff, no relation to what 
we are paying to Ontario and Quebec, because, in or out 
of Confederation we could have had that same protectian. 
The only issue we have to consider at this stage is the 
point which Mr. Dafoe mentioned concerning the markets. 
Do we get out of the so-called "free trade " area of Canada 
by virtue of the tariff, enough to compensate us for what 
is being taken from British Columbia by the same tariff, 
that is the issue. I am prepared to meet that issue at 
a later stage. I want to continue at page 26 of my Briefs: 
"It can be shown that in the case of British 
Columbia her contribution brings no appreciable bene- 
fits, but, on the contrary, she suffers the additional 
detriment which added costs impose on her industries. 
British Columbia buys largely in a protective market 
and sells largely in competitive markets." 
I am indebted to a document which has been referred to 
a great many times before this Commission, as ] have followed 


its progress. This is a Brief which was submitted some 
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years ago by Professor Rogers. I do not refer to it by 

way of policy, but by way of additional support to what 

I am eey iia) Use anee Mr, Rogers was a member of the cabinet, 
but because he is an authority worthy of consideration 

in this connection. I continue to read: 

"She is forced to buy at the highest prices and to 
sell at the lowest. It is submitted that the tariff 
duty is a tax and a subsidy. It is a subsidy in 
the same sense in which a bounty is a subsidy. The 
only materiel difference is that a bounty is a fixed 
sum, whereas a tariff subsidy is an uncertain sum. 

In the case of the bounty, moreover, the amount of 
the subsidy is collected by the government from the 
taxpayers and is then paid over directly to a sub- 
sidized industry, whereas in the case of a tariff 
subsidy the government merely fixes the rate of the 
duty and the subsidy is paid by the consumers of 
the commodity which is protected. 

The truth of this statement is very evident in 
some industries. The automobile industry serves as 
a zood example. This industry is located entirely 
in the Province of Ontario, with certain recent 
exceptions that do not materially affect the argu- 
ment. It receives tariff protection of rates vary~ 
ing from 20 per cent to 40 per cent under the general 
tariff. The industry itself admits a protection 
which permits prices in Canada for low-priced cars 
"to excced on the average the price received by 
United States manufacturers for similar cars by 
about 25 per cent." (See address by J.C. Armer, of 


the Automotive Parts’? Manufacturers Section of the 
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"¢.M.&., made before the Socicty of Automotive 
Enginecrs, Canadian Section, January, 1938.)" 
Mr. Chairman, one of the few advantages which I have 
had through being in the Scnate was to receive this docu- 
ment while I was there. I desire this to be filed. 


THE CHAIRMAN: It will be Exhibit number 176. 


EXHIBIT NO. 176: Economic Benefits 
to Canadians. An 
Address by J.C. Arme: 
January, 1938. 

THE CHAIRMAN: Pcrhap#® you might file the opposite to 
that statement made by General Motors while this ©Sommission 
was sitting in Regina, that if the tariff were higher, the 
price of cars would be lower. 

HON. MR. FARRIS: I have one just es good as that here, 
I am coming to it. 

"It is known that the protection is higher in 
the case of higher-priced cars. It may be of intorest 
to note that Mr. Armer in his address makes this 
statement: ‘It should also be borne in mind that 
the purchaser of a new low-priced Canadian-made car 
in the great majority of cases has a used car to 
trade; and that ths actual cash he pays the dealer 
to consummate the trade is very little more--if any 
more--than would be necessary to consummate & similar 
trade in the United States. Therefore, after his 
original purchase the car owner in Canada in all 
his subscquent purchases does not .pay the apparent 
difference in prices.' 

As this address has been sent to every member of 


Parliament under the stemp of the Canadian Automobile 


Chamber of Commerce, presumably this argument is 
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"intended to be takon scriously and may be some in- 
dication of thc soundness of the whole case. The 
answer is fairly obvious. The dcaler who takes in 
the used car on the trade makos the ellowance on the 
basis of its original tariff protected price and re- 
sells it on the same basis. The part of the 
extra price not paid by the purchaser of the new 
car is made up by the purchaser of the old car, or 
else must be a direct loss to the dealer. The result 
is that the purchasers of cars in the province as 4 
whole pay the full additional price of ovcry new 
ear purchased." 
Of course, that must be so or else there would be 
some majic about it. 
THE CHAIRMAN: It is now one otclock, and I think we 
will adjourn. One would think, Senator, if you desired 
Min, Armer as @ witncoss on one subject, you should be wil- 
ling to accept his testimony on the other. 
HON. MR. FARRIS: No, on a statement of fact, as a 


member of the industry, I accept his figures, but I certainly 


do not accept his conclusions, 
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THE CHAIRMAN: I think you left us with Mr.Armour, 
at the end of that quotation. 

HON. MR.FARRIS: I will read at the bottom of pago 
26, Mr.Chaizman: 

"It is estimated that tho cost of now cars purchasod 
last year in British Columbia was $11,500,000. A 
considerable number of these cars were not low priced, 
so that tho average cxcoss price may be placed at 
30 per cont. On this basis the excess cost to British 
Columbia was $3,450,000. Clearly this cost is paid 
by the consumers of automobiles in British Columbia. 
These figures, in connection with the automobile 
industry, indicate the justification of the classifica- 
tion of provinces mado anto at page 22. 

Not only in the case of automobilos but as to 
industries generally, the tariff protection in Canada 
confers special benefits upon the central provinces 
of Quebec and Ontario. It follows that the tariff 
is a form of subsidy which whilo given directly to 
industries is in effect a contributioh to the develop- 
ment of the provinces whose industries benefit there- 
under. If this subsidy were paid dircoctly out of the 
Dominion Treasury in the form of bounties to particular 
industrics in particular provinces, it would be 
comparatively oasy to determine how such bounties 
should be distributed in an equitable manner among 
the several provinces, having regard to the resources 
and noeds of their populations. A tariff subsidy, 
however, is not paid out of rovenucs. It frequently 
has the effect of contracting revenucs. It is paid by 
those who consume the commodities manufactured by 
the protectcd industry, so that the real burden of 


paying the subsidy may fall upon provinces which do 
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not. share oithor diroctly or indirectly in the 
industrial development it is dosigned to promote. 
Manufacturing stimulated by tho protective tariff is 

istributed to some cxtent among the scovoral provinces, 
but there has becn a disproportionate development in 
the ccntral provinces of Ontario and Queboc. Theso 
provinces have receivod an oxcessive share of tho 
tariff subsidy, and, having relatively few export 
industrics, have borne less than thoir reasonable 
share. of. the cost of. the, subsidy. 

The answer which is mado to this argumont is that, 
as a result of the tariff protection, a homo market 
is built up for other commodities which benefits not 
only the province in which an industry is situated, 
but all the other provinces who share in the purchasing 
power ercated by the protected industry. It is pointed 
out that Canada as a whole is a freo trade area, the 
home market of which is open to the proiucers of all 
the provinces. This argument may be sound as far as tho 
facts apply. It has little force when applied to tho 
facts in the case of British Columbia. Distance and 
freight rates and the nature of her saleable commodities 
have almost completcoly shut hor out of the protection- 
created home markcts of Eastern Canada. She is forced 
to buy in these markets at high prices made so by 
tariff and freight charges. On the other hand, she 
must sell hcr wares in the competitivo markets of the 
world ,jhhandisapped by distance and the high cost of 
production imposed on her by the tariff. 

Apparently cither the mecting of Parliament or the 
sessions of this Commission stimulated tho propaganda 
activities of the automobile industry. Another 


document has recently been mailed to tho members of 
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Parliamcnt which may bo called a "buttor tcrms” 
argument. It announcos tho fact that 'Tho oast cats 
20,000,000 pounds of Westorn buttor, worth $4 , 500 ,000 
annually to the Westorn producor.' It statos 'Your 
purchases of mado-in-Canada cars help maintain this 
market by kcocping thousands of workors in stcady sine ons 
ment with regular pay choques that onablo them to buy 
more Wostern foodstuffs.' It further states: 
"There are 18,000 workers in Canada's automobile 
plants, and 15,000 employed in the 202 parts Manufac- 
turers' plants. An average of four to a fanily means 
over 130,000 pcople whose prospority depends in whole 
or in part on the activitics of the motor car builders. 
Add as well tho employees of railways who livo by 
traffic, and you have a huge cross-section of Eastern 
Canada - a group of people who contributed much of. 
the $40 ,000 ,000 spent last year for Western farm 
products.” 
You will sec the large eircular which inspired 
that statement, Mr.Chairman. I would like to filo this. 
THE CHAIRMAN: There is no objection to your filing 
it, but do you think it is worth while encumbering the 
record with circulars of that kind? 
HON. MR.FARRIS: Well, that is in your discretion, 
sir. 
THE CHAIRMAN: If you wish to file it we will, 


of course, file it, but I should say it is only encumber- 


established in some 


ing the record. We must act on facts ,/way other -than by 
circulars sent out by associations, if the facts aro 
important. 

HON. MR.FARRIS: It is not casy to get these facts. 
i take it that these business organizations which 


circularize membors of Parliament and others with 


nage ‘ mS 


re ny a ai ei f a ‘0 a ah a! AY i ih 
ap et , . , ant ; a y A 7 7 eT 


I 


nek —~ Alias St aaa in ei sme RLS oro 
Sas i 7 } & mi : 7 8 1 


i souifhy ms 7 Jar i) ee a ae ae 


vent aN eng | 


oqob batci le (somone 000,98: "rove 


Ne ove cate gerel st te Bhegoigao edt Clow es BAA 
aod woke to mobtnvateRous omud a oited voy bee oe Nhat 
“te doum bodudlsigen ony okqo og Yo qwota # + whansd: 
at metoteot ot FAOY tant tmoge 000, 000, tie ony 
‘ etosborg 

. bet keen ‘bean thivette opret off icoa LLtw vor 


Sebi ofet of okt even -1 nent had. . ¢oomdede feds 


Seber Troy oF seiatant de of @h oon? :WAMATAHO SHY 
ont aninetavsns- otiny Sit now ator Amtdt voy ob stud wt 


. aol tee to ere fvot ie cite Oreedr | 


Moltensels teoy Mat tady , [te PPT AM | MOH 

. tte 
 , Liiw ow OY eM ou aetw voy ID smAMetARD eer 

—reduMons YLno ah cE yee Pidode I tud de OLft , oetw0d to 

emoe ui badetidssies, 

WS meade. tonto yew Cede fo vos tuum oW .hicaet odd gat 


‘ome atoat onkt tt SsitebY etooses yw tuo vnee exsiyotia 


vd eo! '4cvom bit eokbivives edt no ung AE HO | 


‘w8topt onsd? toy vs: Yaad Fon at AT LRAT aM sie 


tho kit aco Ws mtaegTo waontaid egont tady. th eet D: 


Atie eaxetto Dan aiiyitet soietaione bias cin 


; 
1 ri as in 
4k me 
7 
jhe 
2 ¥ yy Am : 
wh iG > 
aA Mie ie 
Ws ' . a 
Ue 
- ae | 
ri 43 
: 
et 
U - 


5047 


statistics of this kind should be taken Saree 

THE CHAIRMAN: Do you believe all tho circulars you 
got? 

HON. MR.FARRIS: No, I do not. I do not believe 
some of the conclusions that are in here, but I assume 
that the gentlomen who start out to assemble the facts 
that they have here ---- 

COMMISSIONER DAFOE: Do they give the authority 
for those facts? 

HON. MR.FARRIS;: No, they do not gtvo their authority 
for these facts. 

THE CHAIRMAN: If you wish to file it, Cenator, 
we will see it, of course. 

HON. MR.FARRIS: It is immaterial to mo. The 
substance of what I havo to comment on is in my bricf on 
the matter. 

THE CHAIRMAN: If tho facts are important,we have 
to have something bettcr than a circular on which to act, 
that is all. 

HON. MR.FARRIS: Of course, it depends upon where the 
circular comes from, and the circumstances under which it 
is issued. I am not sure that this should not bo taken as 
printed by a responsible organization, as a serious 
attempt on their part to enlighten the public on the 
position, and 1 have not any particular quarrel with what 
they say there. 

What I am saying, Mr.Chairman, is, here is one of 
the most highly protected organizations in Canada. The men 
who are at the head of their publicity department must be 
responsible and capable men, whether their conclusions 
are always sound, or not. They make their investigations 
with some reasonable attempt at accuracy. They have 
estimated how many men and women in Ontario are being 


supported by this industry. I take it that these figures 
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may be accepted until the contrary is shown as boing likoly 
to be true. 

THE CHAIRMAN: Of course the Dominion Burcau of 
Statistics could, no doubt, furnish accurate figures, - 
as accurate as are obtainable. 

HON. MR.FARRIS: They probably would not have as many 
sources of information as this organization has. If there 
is a conflict between the two, that is anothcr matter, 
but I rather accept this as being likely accurate as far 
as it has any significance. I mako this point in connection 
with it, - and 1 do it with the classification that I 
have made alroady: 

The automobile industry purchascd twenty million 

pounds of Western butter. That does not seom unlikely 
to be true. 

"The facts of this circular are of special interest 
to British Columbia. British Columbia did not sella 
pound of the 20,000,000 pounds of butter. The roal 
point of the circular, ias’-applied.to this Province, 
is that whereas British Columbia is contributing 
$3,450 ,000 annually to maintain an industry supporting 
130,000 tax-paying citizens in Ontario and citizens 
who are helping to buy 20,000,000 pounds of butter 
annually from the other Western provinces, none of 
these direct benefits are coming to British Columbia. 

The article further states: ‘All told, the Hast 
drew on its Western commissary for over $40,000,000 
worth of farm products providing a vital source 
of income to thousands of Western farmors.* As in 
the case of the automobilo industry, Bri tish Columbia 
paid its toll to support the various industrics 
creating this purchasing power, but no appreciable 
portion of this money has becn directly spent in 


British Columbia, and very little of it indirectly. 
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This will appear from the statistics now presented.” 


COMMISSIONER MacKAY: Perhaps you should get another 
circular to get the figures on the B.C. apples. 
HON. MR.FARRIS: The figures on the B.C. apples are 
here, sir: 
"Table B of Trade Report. 
British Columbia bought in Canada, 1935, outside 
of British Columbia, commodities 
COSPINe a... $66,000 ,000 


British Columbia sold to other 
parts of Canada ($8,730,000 


being Gold bullion) AON es antae 25 ,400 ,000 
OOLOMOU DG LOGeCSNGOH Wie cin ete sats eels 84 ,648 ,000 
Bought - Hastern Canada ~- .+.. 55,000 ,000 
Sold - Eastern Canada - eae #$ 14,000 ,000 

Less Bullion 8,730 ,O00 
Sold to Eastern Canada(Excludin # 5,270,000 
bullion 


Chief commodities sold to Hastern Canada:- 

DOCS la weiss eas wipe Sain $ 305 ,000 
That is a very small item in regard to the purchasing 
power which we have, of $55,000,000. 

THE CHAIRMAN: Of course, Senator, I think it is only 
fair in that connection to keep in mind the fact that your 
Hastern market is substantially the Prairie Provinces, 
and the Prairie Provinces have not been in a position in 
the last two or three years, at least, to buy apples 
extensively. 

HON. MR.FARRIS: Our natural market for our products 
today is the market of the World. That is what we are 
depending on, When we got the Western market, meaning the 
Prairie market, we did not get it because of the tariff, 
we got it because of the production of grain, which is, 
again, sold in the World markets. 

THE CHAIRMAN: You would not have the market on the 
prairies but for the tariff, which keeps out American 


apples, in competition. 
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HON. MR.FARRIS: But Mr.Chairman, we are doing ample 
trade with the Prairie provinces to ensure us a protection 
as far as they are concerned against any dumping, which is 
the only thing we need protection against. 

THE CHAIRMAN: Unfortunately, I am sorry I knowa 
little about the apple business in British Columbia. 

HHON. MR.FARRIS: My submission from those figures, 
Mr.Chairman, is, British Columbia is paying, as an 
incidence of the tariff, all out of proportion to the 
benefits she is getting. This brief does not say she is 
getting no benefits, but they are all out of proportion. 
Take the $55,000,000 that we are spending in Hastern Canada 
today, and give us that as a trading power which we can 
take and apply in relation to other countries, in regard 
to tariff concessions, and reciprocal arrangements --- 

COM:-ISSIONER MacKAY: Do you mean to say British 
Columbia does not benefit from any of Canada's reciprocal 
arrangements? 

HON ee MRA FARRIS eaNo,+l did not say that., We are 
benefiting undoubtedly today from the arrangements mde 
in Great Britain in regard to lumber. 

COMMISSIONER MacKAY: My understanding of it is that 
British Columbia is, to some extent, benefiting in the 
British preferential market at the expense of some of the 
rest of Canada. If you take that item alone; that is to 
say, British Columbia is selling much more in the British 
markets, under protection, than she is buying. 

HON. MR.FARRIS: British Columbia, in regard to 
timber particularly, under the Ottawa agreements, is 
recciving a benefit from those arrangements, there is no 
doubt about that, but Eastern Canada, - the Maritime 
Provinces, are getting the benefit from that too. 

COMMISSIONER MacKAY: What I mean is they are 


proportionately 
buying very much more/than British Columbia. 
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HON. MR.FARRIS: British Columbia is doing that 

on a very narrow margin of profit. What I say is, that 
if British Columbia wore givon the full benefit of its 
purchasing power, in order to socure reciprocal relation- 
ship, it would not be in the precarious position it is 
in today, and it would not bo holding its breath, wondering 
just how long that arrangement is going to last, because 
every indication is, - I am not speaking now from the 
standpoint of Government at all, I am speaking of what 
I know as alawyer acting for interests in this province; 
that every indication we can get from the American side 
is that that market may be very much in danger. And I 
say if British Columbia had the control of its purchasing 
power, the $55,009,000 it spent in Ontario and Quebec, 
for which it gets in return a purchasing power of $5,000,000, 
it would not be holding its broath about anything. 

THE CHAIRMAN: How would British Columbia utilize 
it? I do not quite follow your arguticnt. 

HON. MR.FARRIS: I would say if we made an 
arrangement with the United States and with Great Britain, 
as an entity of British Columbia, with the $55,000,000 
that we are spending in the industries of Ontario, in 
the purchasing of commodities at a higher price here, 
that we would have no difficulty in saying to Great Britain, 
"You give us a permanent protection, not 10%, but probably 
LD or 2%, in regard to our lumber, in your markets, and 
we will spend that $55,000,000 in buying steol, iron, 
textiles. 

COMMISSIONER MacKAY: Has Great Britain given any 
arrangement like that to any part of the Mmpire? 

HON. MR.FARRIS: Well then, let us take it with the 
United States; that is the question of what has beon 


done. I do not know of any part of the Empire, in order 
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‘jae ch 
to scocure that trade/ would make tho sacrificos wo have 


had to make in order to get $5,000,000 worth of purchases 
from Ontario. 

COMMISSIONER DAFOE: New Zealand three or four years 
ago offered to admit British goods free of duty in return 
for an assured markct for New Zealand products, and got 
very promptly snubbed by Mr. J.H. Thomas, who was then 
Colonial Secretary. It might not be so easy. Of course, 
the United States is quite set in its protectionist 
views. If you were interfering with any native industry 
down there you might find the offer of a free agreement 
here would not affect their rather determined attitude 
to protect their own products against competition, on 
the ground that home products are entitled to the American 
market. There is a very strong feeling, - I do not think 
it is an enlightened feeling, but it is there. 

HON. MR.PATTULLO: Following that argument, it would 
seem then that British Columbia is hog-tied. Wo can make 
no arrangement with any other place in the World. Conse- 
quently we have to accept what is given to us. 

COMMISSIONER DAFOE: Well, the World is in such a 
state that you cannot count on anything in the way of trade 
arrangements. All I would say is that the present arrange- 
ments may be difficult and onerous, but I think it would 
be a mistake to assume that the way would be wide open for 
an easier arrangement elsewhere. I might say that Mr. 
Macdonald of Noga Scotia made substantially the same 
statement with respect to Nova Scotia products. He said 
if they could make an arrangement such as you suggest 
they could increase their fish exports three times. 

Well, I would think he would run into difficulty, and I 
suggested to him that he might run into difficulty. 
THE CHAIRMAN: You see, Newfoundland is the one 
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original negotiator for Confederation a&hat remained out 
of Confederation. She has not been, in the ond, much 
better off than those who came in. There is a case of a 
colony that stayed out, and has been unable to make more 
advantageous trade arrangements than the Dominion. 

HON. MR.FARRIS: JI doubt very much, Mr.Chairman, 
if it can show any inducement in the way of purchasing 
power that our figures in British Columbia show. I refuse 
to accede to the suggestion that if we were free to utilize 
that purchasing power which wo have, that we could not 
put ourselves in a better position in that connection 
than we are now. In the first place, we could do this; 
We certainly could buy at prices that did not involve the 
incidence of the tariff in the excess costs that are 
imposcd upon us. 

THE CHAIRMAN: You are putting to us a suppositious 
case, where so many elements enter into it, it seems 
to be impossible to base any conclusion on what you «ould 
or could not do if you were a separate entity. 

HON. MR.FARRIS : It is not a suppositious case to say 
this: ithat the incidence of the tariff which forces us to 
buy $55,000,000 worth of imnustrial products in Ontario 
and Quebec, is costing this province in purchasing prices 
a large sum in excess of what it would otherwise be. It 
is not a suppositious case . To take automobiles, we know 
we can put our finger on that and say that item alone 
costs between three and four million dollars. It is not 
supposit..ous to say that the excoss costs which go into 
the imports which we bring in here which are necessary for 
us to produce our raw products which we sell elsewhere, 
goes into the cost of those, and greatly hampers us in 
getting into the market we have to get into, on a very 


narrow margin. 
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THE CHAIRMAN: I am not quostioning that, I am 
questioning the othor, - just raising the points that it 
is impossible to basco any solid argument on what tho 
situation would bo if it were wholly diffcront to what it 
has been in the past seventy yoars. You are cntitlod to 
arguc, and you have arguod it with great force, that the 
incidence of the tariff, the Dominion policy, boars with 
heavy weight upon you in this provinee as compared with 
the Oentral provinces, and that that is a mattcr which 
should be considered by tho Commission. 

HON.MR. FARRIS: Yes, that is what I say, and surely 
these figures are tangible and @ofinite proof of that. 

THE CHAIRMAN: Do you attach any weight to this 
considcration: In all the tariff elections which have been 


held: since 1e7s ¢ = (16768) (1691, and 1911, this province 


unanimously, so far as its members were conecerned, returned 
in favor of a higher tariff, for protection, and in 1930 
the majority were in favor. Did that not indicate the 
people of British Columbia considered the tariff a bencfit 
to them? I would like to have your observations on it. 
HON. MR.FARRIS: Well, I have two or three 
observations to make on that. In the first place, I am 
not now advocating the repeal of the tariff, and as a 
Canadian I would not be in favor of the repeal of the 
tariff. But as a British Columbian I would have no 
hesitation in saying that a board such as this should take 
the incidence of that tariff into consideration in the 
adjustment of the unequal position in this province. 
What might be my individual position may be that of others 
in British Columbia. I am not here, seeking to break up 
Confederation, I am here as a strong apostle of Confedera- 
tion, and I am preaching that all over Canada, individually, 
as well as appearing here as counsel for British Columbia,- 


for a Government that takes absolutely the same view. 
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I would not hesitate to say - although I. havo. been 

taught the principles of free trade, - that so far as 
.present-day conditions in Canada are coneernod, as a 
Canadian, I will support a reasonable tariff. But that 

is no reason why I should not say, as a British Columbian, 
that we as a province are paying a big penalty by doing 
that, and we ask the rest of Canada to take that into 
consideration in our intornal adjustments. That is one 
answer. 

THE CHAIRMAN: Well, that is an argument you are 
entitled to make, and which you have made with great force. 

HON. MR.PARRIS: Another argument is, that one 
is not always sure of the wisdom of what goes on at 
election time. 

COMMISSIONER MackAY: Does British Columbia 
subscribe to that? 

HON. MR.FARRIS; Looking over the past number of 
years, yes. The effect of these different reasons I am 
advancing are accumulative, and when I get through with 
them I want to attempt briefly to group them all together, 
leading to one conclusion. JI will proceed to the next 
one; 

Five: Not only is the federal income tax 
excesSive and an invasion of the field of provincial 
sources of revenue, but it is applied on a principle 
contrary to the spirit of Confederation. 

"The British North America Act has allotted to the 

provinces ownership of the lands, forests, 

minerals, and other natural resources. The 

Dominion is taking as an income revenues derived 

from the depletion of theso assets. From the 

standpoint of the individual the returns from the 
disposal of the forests and mines of the provinces 


may be deemed to be income, but from the standpoint 
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of the Province it is a disposal of her capital 

assets." 

Now, I want to refcr to a discussion claborated in 
the main brief on that, at pages 37 to 48. I think I 
will begin at the beginning of this heading on pago 36, 
Mr.Chairman. 

"The forest resources of the Province are 
extremely important from an economic point of view. 
The forest area oceupics approximately 76,000,000 
agres, and this areca consists of timber, some of 
which is accessible and some inaccossible. The 
accessibility or usability of the forest resources 
varies in relation to a number of faetors, such as 
market price, transportation costs, labour costs, 
distance from tide-watcr, physical availability, 
etc., The ultimate boundaries of the accessible 
forest area in this Province are settled not only by 
physical conditions in the forests but by the 
competitive conditions in the forest aroas in other 
parts of the world. 

The only part of the immense forest resources of 
the Provinee of British Columbia which have any 
real significance is that which can be commercially 
tinier cel The domestic market is limited; consequonte 
ly, British Columbia is dependent on world mrkots 
for the sale of about 80 per cont. of its forest prolucts 
In 1935 the value of forest products amounted to 
$56,941,000, of which $44,695,413 was exported. 

Our forest areas are at a considerable distance 

from the great consuming centres. Rogardless of 

the absolute quantity of timber in tho Province of 

British Columbia the only timber which we can make 


use of is that which can be got out at a cost which 
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is comparable to that in other forest aroas. At the 
present time wo are sclling lumber from trees 
averaging from two hund red to three hundred years in 
growth. It is only the fact that nature has provided 
us with this resource at no cost of production that 
we are able to compete at all in the ere oe tho 
world. Were it necessary for us to cultivato our 
forests, as is the case in European countrics, tho 
cost of production would be so great as to make it 
impossible for us to enter world markots. In other 
words, so far as our forest industries are 
concorned, we are harvesting a crop which has ten 
grown for several hundred years, and which, 
once harvested, can never be roplaced. 
THE CHAIRMAN: Senator Farris, I thought these 
natural areas re-seeded. 
HON. MR.FARRIS: I am giving some inforMation on 
that in this report, Mr.Chairman. 

"It will take from one hundred to one hundred 
and twenty-five years to grow a merchantable crop 
of trees on the arcas now boing denuded, and oven 
then these trecs would not be comparable - for the 
production of lumber products - with the trees now 
being used. An appreciation of this fact is of 
very great importance in studying the economic 
basis of British Columbia in the future. 

British Columbia's forest industries are of 
extreme importance to the support of this community. 
But of a total value of production in agriculture, 
fisheries, forcsts, and mines, of $188,000,000 in 
1936, $72,000,000 came from the forest industries, 
$54,000,000 from the mines, $46,000,000 from 
agriculture, and $16,000,000 from the fishorics. 
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Further, of the 75,000,000 acres in this Provinee 
capablo of growing trecs, little could bo productive 
in any other way. In othor words, it can only grow 
trees, and if it docs not grow treos, it becomes 
barren land. Thus, it can be seen that insofar as 
the forest industries are concerned, and the revenues 
which accrue to the people of this Province and to 
the Government through the exploitation of these 
resources, this revenuc is not a true income but 

is the result of the sale of capital resources which 
in the nature of things, can be replaced only in part. 
Because of the necessity for the use of these 
resources for the support of the community and the 
necessity of keeping the cost of production at a 
competitive level so as to sell British Columbia 
forest products in world markets, it has not been 
possible for the industry to support an adequate 
programme of forest conservation and development. 
Much has been done, and in the recent session of the 
Legislature, legislation was enacted to extend the 
policy of conservation; but even this must be 
admittcd to be inadequate for the preservation of 
the forests as a permanent resource for the support 
of this community. Consequently, when the income of 
the people of British Colum»ia and the revenues of 
the Government from our forest industries are 
considered, it must bo kept in mind that the income 
and revenue results from the exploitation of a 
resource which has becn supplied by nature, which 
nature cannot readily replenish, and which, in the 
not-distant future, is likely to produce a decreasing 
income and revenue. 


Because of the circumstances above referred to, 


many of our cut-over forest areas are not reproducing 
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satisfactorily. On the basis of tho prosent cut the 
Douglas fir resources, which aro now accessible, are 
likely to be exhausted in from twelve to fifteon 
years. The value of our other accossiblo forest 
resources in the future will depend to a large 
extent on the development of an increasing demand 
for other types of lumber, such as homlock and 
cedar. Of the 75,000,000 acres of forest land, 
25,000,000 carry mature timber, 32,000,000 carry 
immature timber, and 20,000,000 acres are not re- 
forested. A recent examination of the Vancouver 
Forest District, which includes Vancouver Island 
and the Lower Mainland and, in fact, includes the 
greater part of the really large timbor areas of 
the Province, indicates that at loast fifty per 
cent of the cut-over area is not reforesting proporly. 
It might be said by thoso not familiar with the 
situation that this is merely the result of an 
inadequate policy on the part of the Provincial 
Government. An examination of the situation would 
reveal that in the matter of a conservation policy 
the Provincial Government has done all that was 
possible, when all the factors including cost of 
production and marketing are taken into consideration. 
It would have been easy to evolve an ideal forest 
policy, but that policy would have increased costs 
of production and, as stated above, the competitive 
conditions of the market made this impossible.” 

One might observe this might have increased the 
cost of production so as to very materially cut down 
the Dominion income tax by requiring this money to be 
applied for reforestation. 


THe CHAIRMAN: Does most of the Dominion income tax 
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come from the lumber men? 

HON. MR.FARRIS: No, but rake a little of it does. 
Mr. Harris suggcsts 74% from corporations. 

MR.HARRIS: That is Dominion, and the province would 
be perhaps a greater percentage. 

HON. MR.FARRIS: I will continue reading: 

"This situation with regard to one of the main 
resources of this Provinee cannot be too strongly 
emphasized before this Commission. 

Table 9 shows the Provincial forest inventory, 
giving the total merchantable timber and the 


accessible merchantable timber. Statistics of 


production of the principal saw-mills, shingle 
production, and pulp and paper production in this 
Province are given in Tables 10 and 11. Table 12 shows 
the total net valuc of production of the forest 
industries in British Columbia, 1915 to 1936, 

including manufactured products. 4 Study of this 
Table indicates the variable character of this 
industry from the market point of view. As statod 
above, 80 per cent of our forest products are sold 
outsids of Canada and in competition with other forest- 
producing arcas. ven in the home market this 
industry receives protection only to a minor degroc. 
Consequently, the income of the Province from this 
source is a very uncertain one, and it is open to all 
the influences of intornational disturbances." 

Then, at page 39, tables 24 and 37 show the 
relative importance of the forest industrics in the 
provincial cconomy. It is of vital importance that our 
forests and forest industries should be organized on a 
permanent basis in order to maintain a continuous export 


of forest products on the maximum scalc. And then this 
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quotation, which is from Mr.F.D. Mulholland, of tho 
Department of Lands, Forest Branch. 

"These industrics nov provide direct cemploymont 
for 30,000 men. No other natural rosouree in the 
Province is capablo of absorbing tho Labour of these 
men if they should be thrown out of work by reason 
of the dissipation of forest resources. Civilized 
life in British Columbia would become impossible for 
them and their dependents; probably most of them 
would be compelled to migrate to other lands, 
togethcor with many other indirectly depondent upon 
this basic industry.' 

"In British Columbia the exploitation of natural 
reserves of timbor that havo taken centuries to 
accumulate, by persons loasing the land with little 
or no interest in the possibility of another crop 
once hundred years later, offers an example of the 
results of an entorprise in which immediato profit 
is the main motive. Mill towns flourish suddenly 
and die away as tho surrounding region is denuded, 
and ghost towns and rural slums are left to mark 
what was once a seemingly prosperous village or town. 

British Columbia is 9,000 miles away, by the 
Panama Canal, from tho principal world markots of 
forest products. S@ far, although at a disadvantage 
as regards distanco from the main market, British 
Columbia Ae have largoly becn able to Overcome 
this obstacle, due to the quality and size of tho 
timber exported. As the amount of marketable and 
accessible virgin growth decreases, the advantage of 
quality and size will becomo less, but tho distance 


of British Columbia from Europe will remain the same." 


( Page 5067 follows ) 
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"Table 13 shows the forest classification of 
British Columbia on the basis of its condition. 
Of the 75,023,000 acres of productive forest land, 
20,052,000 acres are not reforested, 32,315,000 
acres are immature timber, and only 22,656,000 
acres support mature commercial timber. Thus at 
the present time, a total of 54,971,000 acres 
is productive. All the timber on this area is 
not accessible, and Table 9 shows that less than 
onc-half of British Columbia's timber is access- 
ible, emounting to 109,738 million feet board- 
measure. This is the timber which is available 
under present conditions as a source of income 
for the people of this Province. 

To preserve our forests as a source of income 
in the future so as to establish our forest 
industries on the basis of sustained yield would 
require a costly policy of conservation." 
the quotation: 

"ITn an ideally regulcted forest the growing 
stock is in condition to produce a maximum annual 
yield; there are no decadent stands, everything 
is growing and the yield is harvested as fast as 
it mtures. Only a small part of such a forest 
is oomposed of fully matured timber and the age 
classes are greded down from m-ture trees to 
seedlings.'¥ 


a quotation from, I think,Mr. Mulholland as well 


and then reading on the next page: 


"It is only on this basis that permanent communi-~ 


ties can be supported, the trees being harvested 


as they mature just as crops in agriculture are 


grown and harvested, although over a shorter period 
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Wof timc. It is important to know whet the 
sustained yicld possibilitics of British Columbia ‘'s 
forcsts arc, for only through knowing the cxtcont 

of these potentialities and comparing them with the 
actual rete at which logging is procceding today 

cen we ascortein whether or not wo are impairing 

our forest capital. 

Coast Dougles fir has always been a leading 
export type. It is now being cut from trees, 
two, three, or more centuries old at the rete of 
One and a half billion boerd fcet a yoar. Only 
approximotcly 18 billion acccssiblic board fect 
of this type remain, and there is an inadequate 
arcs of middle-eged fir. At the present rate of 
cut the industry will have to turn‘to other 
species 12 years from now. Furtunetely there are 
large stocks of meture hemlock and cedar of 
exccllent quality but when these arc gone Coast 
industrics will be dependent upon secondgrowth. 
Duc to the inaccessibility of the interior reserves 
the Coast industries must lergely stand or fall with 
the Coast forests. 

"I If we have in mind a sustained yield of 
1l0OO-year-old trees, the industries are already 
overcutting the accessible Coast forests by 100 
per cent. and the inaccessible by 20 per ccnt. 
Even if woe believe 60-ycar-old trees will be good 
enough for our children, we are overcutting the 
accessible areas by 40 per cent., though the cut 
cen be increased up to 2,900 million feet if all 
the back areas can be reachod,** | 

Thet is from Mr. Mulholland as well. 


*Table 14 and the following quotations are from 
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"qa publication, soon to be released, written by 
Mr. F. D. Mulholland, herd of the Forest Surveys 
and Working *lans Division of Forest Service of 
the Department of Lands, Province of British 
Columbia. 

ISustained-yield Capacity of the Coast.--Dividing 
the volune of incrchantable timber by the number 
of ycars required to grow a merchantable seeond 
crop end adding the mcan annual growth in immoture 
stends -lready cstablished is a simplo means of 
cStimeting the sustained yield. The figures in 
columms (2) and (3) ere bascd on vrosent utila-~ 
zotion standerds. These limit the gross Coast 
production to 1,836 million fect total, or 
1,032 million from accessible arcas, on a sustained- 
yield basis. That is to say, depletion by logging 
and fire should not exceed these figures. . In 1936 
depletion was 2,700 million fect. 

But it is cxpected that a gradully increasing 
market for fabricated products, pulp and ccollulose 
derivatives will be developed, and timber lerge 
enough for these purposes oan be produced on an 
averege site on the Coast in sixty years, yielding 
on fully stocked areas bctween 5,000 and 6,000 cubic 
fect per acre of small material (or20,000 board-fect, 
B. C. log-scale, in trces over 10 inches D.B.H.). 
If it is assumed that such timbcr, produced by 60- 
year-old trees on the Coast will be morchantxble as 
a chief product within the next half-century, then 
the old m-turc stocks cen bG utilized more quickly. 
The sustrined annual yield cepacity would thereby 
by inorcnsed by 1,050 million bonrd=fcct to 2 gross 


tot-l of approxim-tely 8,900 million feet in the Coast 
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ViTrerion, inoluding tor this cstimatc all the 
timber now considered inreccssible. Incrcase 
beyond thet yield will dcpend upon closcr utilie 
zgetion of the m ture stands end reforestation of 
denuded areas. 

On the seme assumption thet 60-yenr-old trees 
will become merchentable within the next half- 
century, but without including any yield from areas 
now considered inaccessible, the susteined-yield 
capacity of the Cost would be increased by 500 
Million feet to. a total of.1,500 mijiion feet. 

It would seen that the Coast forests -re being 
cut beyond their susteined-yiceld capacity, unless 
it cen be incrersed by closer utilization in 
logging, more successful reforestation, protection 
of the immcture stands, and replanting of creas 
denuded in the past as quickly as this can 
economically be done. '* 

Then, I think I should read on the next page and the next 
two p°gé6s. 

*“'Sustained-yield Capacity of the Interior.--In 
the Interior forests smaller trees are now 
utilized and growth is much slower than on the Const. 
It is not expected that marked conditions will 
m-ke it possible to lower the meturity ages for 
merchantable crops, on which the calculations in 
the above table arc based, for a long time to come$5 
but closer utilizetion at maturity of the present 
immture stands has been counted upon in the 
estim-tes. The total averege annual depletion in 
the Interior is below the accessible sustained-eyicld 
enpacity by about 200 million feet, although some 


localities and species sre being overcut. However, 
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wt the fire-loss is so irregular thet far more 
then the whole yield may be destroyed in any year, 
ns it was in 1936, when 940 nillion feet of timber 
and an eccumul-ted increment of 140 million fcet 
in immture strnds wore destroyed,’ 

In Trble 14 it is scen that the eceessible timber 
on © sustrined-yicld in the Co-st region is 997 
million bo-rd foct, snd in the Interior 560 
milijon Dozrd test, orm total of 1.557 million 

omprd fect annually, this is  ssuming rotetion 
meturity of 100-120 -nd 100-180 years respectively. 
The -vorege eannuel cut over a 10-year period has 
amounted to 2,541 million bo»rd feet. This means 
thet, under present conditions, 38.7 percent. of 
this ennuel income from our forests is reelly 
cspitel which is not being replconished. 

It uny,however, be,arguead that accessibility may 
increase; that is, thet new methods of trans- 
portrtion ney be used which would reduce costs, 
end sricller trees may be used. Asswiing it would 
be possible to hervest and market trees sixty 
yeers old, this would increase the accessible yield 
of the Corst “ron to approximately 1,500 million 
board fest per year. Such 2 change would elter 
conditions in the Interior very little, so that even 
on this assumption the total sccessible annual 
yield on = sustrined basis cannot exceed under the 
most optimistic circumst-nces 2,000 million board 
fect annually. Economic limitctions are as real 
aS physicsl ones, snd although creas mey beconie 
accessible from -n enginecring point of view, the 
cost mey be too grent to meke such production 


profitable. It is not possible to forecest what 
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"changes may trke plrcc in conditions in the future 
with rog-rd to irkets, logging tcochniquc, triffs, 
new uscs for wood products, or substitution of 
other products; conscqucntly, thesc rescrves 
mast be anelyzed ns conditions exist st the present 
timc. The dissstrous cffeoot on our forest industries 
of -n ctterpt to plees our forcsts on © sustaincd~ 
yiold basis at the present time can be readily seen. 
A reduction in the cut from 2,541 million board fcet 
to 1,557 million borerd fect wuld mean a reduction 
in employment not only in tho forest industrics 
thensclvcs but in other inudutrics and occupations 
which they support. It would mean a considerable 
reduction in the income of the pcople of the 
Province and in the revemes of the Governnent; 
in fact, such ection would be in the nature of a 
major catastrophe. 
quotetion from Mr. Mulholland: 

wt [Tt would bc unreasonable to attempt to 
restrict utilization of the forests to thelr 
capecity for accessible sustained yield of merely 
the quality of products which our industries and 
merkets sre teking today; to do so would mean 
e reduction of output from the prst ten years’ 
avernge of 2,541 million board feet, worth 
$63,508,300 to 1,557 million board feet; but 
it would be reckless to exploit the accessible forest 
resources without limit, on the unproved belicf 
thet the next generetion will not neced the products 
of old-growth timber and th t quickly-grown trees and 
forests now ineccessible will meet the denand,' 

Teble 15 shows the annuel cut, 1914 to'1936. The 


avernge cut for the ten-year period," and so on, 
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"The policy of sctting aside certnin -reas as 
forest reserves has been adopted, and in all there 
ere 39 such reserves n this Province. The original 
objcct in establishing these rcserves was conservation 
so thet a continuous production of timber night be 
sccured from them. In some cases water-shed 
protection is ® sccondary object. 

It can be scen th-t, -ssuming tho present *verrge 
cut to continuc, wo are using cepitenl in our forcst 
industrics which is not boing rostored to tho cxtent 
of 38.7 per’ e¢ont. of the” annuel cuty and’eve : 
assuriing an incrcasc in ecccssibility snd the use 
of less mature tinber, we would still be using 
capital to the cxtent of 21.3 por cont. annually. 
Tebles 24 end 25 show the proportion of the 
Provineinl income and worelth due to our forest 
industrics, the forests accounting directly for 
10.34 percent. of the neomo and 18.62 per ecnt, of 
she MELEE Part of the income fron transportation 
end other services ww ld also have its source 
in our forests, 

The exploitation of British Volunbia's forest 
resources is of great finencisl benefit to the 
Provincial Governnent rs well -s to the people of 
the region. Table 17 shows thet over the ten-ycar per- 
iod 1927 to 1936 the forest revenue was-on an avernge, 
$3,138,224 ench celendar yerr. Over this period the 
average cut in British Columbian was 2,541,380 M.B.M. 
Thus, as an appr cwumete relrtionship, ernch thousand 
board feet of tinber cut menns $1.23 revenue for 
the Provincial Goverment. 

Site convervetion men ure on the p-rt of the 


Provincinl Governicnt attempting to linit the annual 
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"cut, would incvit-bly mccn 1. roduction in the 

Forest Rovqjuc. The sustcinci-yicld of the -ceccss- 

iblo timber his boen put at 1,557 nillion borard 

fect per ennum. Assuming the relertionship of $1.23 

in reccipts to the Governiucnt for cvcry thousand 
oerad fcct cut,- the Forcst Revenue would f-ll to 

$1,915,100 annurlly, . reduction of $1,223,114 

from the -vcr-ge annucl reccipts renlizcd over 

the ten-ycerr Deriod 1927-1936. Thus, conservation 

measures would mern not only extre expenditure 

by the Provincicl Govermucnt, but in eddition, 

reduced revenue. tt 

Now, gentlemen, I think th-t brings home very phoned Ly 
the situntion and thet too mst be part of the answer 
when it is suggested “oh well, we ought to pay income tax, 
we have got the money", thrat is one of the factors that hes 
got to be considered in the situation in British Columbie. 

THE CHAIRMAN: Would not thet apply with equal force 
to Ontrrio and a~uebec in their timber, pulp and mining 
Senator? 

HON. MR. FARRIS: I hrve no doubt it may except with 
this difference, thet your pulp-wood is 2 small, comparative- 
ly younger growth. 

THE CHAIRMAN: It matures more rapidly, it can be 
used sooner? 

HON: MR. FARRIS: It does not mature more rapidly 
because I think our timber matures more rapidly than it 
does in Ontario, but it has that distinction to begin with, 
and the second thing is that that is only a fraction of the 
industry in Ontario and Ontario, because of the fiscal 
system of Canada, in which assistance is received from 
British Columbia and elsewhere, is building up other 


industries and other activities that can take the place of 
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it. But that is not so in British Columbia. This has 
always been said -- I have been out here considerably over 
thirty years -- and it has always been said in my time here 
that the good times in British Columbia were when the 
lumbering is prosperous and thsre is never good times 

when it is not. It is the very basis of our existence. It 
is the basis of this rovenue not only which Mr. Hart 
mentioned which comes from the tinber industry but it is 
the key to many activities in our industrial affairs in 
this province and without it the situation in British 
Colunbia may be very serious and undoubtedly will be. 

COMMISSIONER MacKAY: Is it not possible that the 
tariff has had’ a conscrving effect on B.C, lumber, by 
raising the cost of production, lessoning the exploitation 
of the forests? 

HON. MR. FARRIS: Yes, I suppose if they would make 
the cost of production high enough we could not cut any 
of it and we would give up and there would be no income tax 
coming from British Columbia as equal to the other six 
provinces, 

COMMISSIONER MacKAY: Should you not put that down 
on the tariif side? 

go back to 

HON. MR. FARRIS: Well, if we are going to/complete 
primitive conditions when there is nobody living in the 
province that may be so. I may say, though, I ama little 
at a loss to follow that suggestion. 

COMMISSIONER MacKAY: The suggestion is it raises the 
cost and therefore lessens the exploitation. Therefore it 
would follow there would ve ore forests cut down if there 
were no tariff 

HON. MR. FARRIS: You are only mentionin a small factor 
of the consideration. The exploitation and continued 


exploitation of these resources are essential to the industrial 
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lifc of this provincc. Now, wc can shut down on that and 
save that for futurc gcncrations and not use it to-day. That 
would mean that wc would simply walk out of this province 
and it would ccortainly mean that Canada would reccive no 
revenue from this province. But what I am saying is that 
i2 Bricico’ Columbia ,-in order to kaep itself alive, finds 
it necessary to realize on its natural resources, that it 
is contrary to the very spirit of Confederation, that the 
Dominion should step in and say “We will share in the 
spoils*. And while theoretically that argument which the 
Chief Justice has cited to me may apply to Ontario, it 
does not apply with any of its devastating effects for 
three reasons: the first reason is that the provision for 
continuity of growth is much less in Ontario because it is 
a younger tree that is used, and secondly because of the 
compensating Rhee Ture te fiscal policy of Oanada is 
permitting to be grown up and developed in Ontario, but 
none of that exists in this province. 

THE CHAIRMAN: I thought you were developing new 
industries from time to time in this province, Senator? 

HON. MR. FARRIS: We are developing some industries 
in this province,of course. We are developing some 
industries but not comparable in any sense with Ontario. 

THE CHAIRMAN: Oh no. 

HON. MR. FARRIS: Surely, Mr. Chairman, it mst not 
be inferred in this argument I am making that we have no 
benefits in Confederation at all. I amnot claming that. 
If this were so then any person living in this province 
must demand that we get out of Confederetion. We are not 
taking that position. All our arguments are on the common 
basis that we cre in Confederation. We recognize the 
advantage of being in Confederation and want to stay here, 
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internal organization among the provinces, to point out 
there are injustices and they should be rectificd. 
THE CHAIRMAN: .Quitc so. 
HON. MR. FARRIS: In Part 3, in answer to your 
question, Doctor Carrothers calls my attention to this 
paragraph on pege 54: 
"British Columbia is the third Province in the 
Dominion from the point of view of manufacturing 
industries, being led by Ontario and Quebec.* 

I stop there, that would scem to be a complete case 

ageinst us. 
"However, the order of precedence is of little 
Significance, British Columbia lagging far behind. 
The total net value of manufactured products in 
1935 in Onterio was $668,918,734, in Quebec 
$393,805 ,691, and in British Columbia $92,260,804. 
A study of these industries would show that a large 
part of production in the manufacturing industry 
in British Columbia is devoted to the production of 
partly-manufactured products rather than consumers' 
goods." 

And I think I might add to that, Doctor, that that means 

virtually all our natural resources, such as our timber 

and our Minerals. Yes, it is right here: 
"This is true of a large part of the forest 
industries and also of manufacturing industries 
based on minerals, so that not only is British 
Columbia an insignificant third in the manu- 
facturing industries, but those industries naturally 
are conditioned by the resources of the Province. 
Here again a large part of the manufactures must 
-be sold on world markets, as they are largely of 


a character for which there is little consumption 
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"vi.thin Canada. 

Table 21 shows the net value of production 
in the various industries of the Province as 
computed by the Dominion Bureau of Statistics." 

Now, I am attempting to do two things as I proceed 
with this argument, lir. Chairman. I am attempting to 
develop each of these two points to stand separetely on 
its own feet and I am attempting to bring them together 
as an accumulation in reply to the offhand suggestion “You 
have the money and you ought to pay". 

THE CHATRMAN: I thought it was put in here in order 
to show that you were entitled to a readjustment, not in 
answer to any offhand suggestion. 

HON. MR. FARRIS: Well, I say that it is an offhand 
suggestion that we have got the money and that we should 
pay. 

Tok CHAIRMAN: Well, Senator, don't let us get at 
cross purposes. All we are anxious to do is to elicit 
all the relevant facts. 

HON. MR. FARRIS: I quite appreciate that. 

THE CHAIRMAN: And do what is fair and right on the 
basis of those factse Now, if questions are asked, they 
are only for the purpose of elucidating the subject and 
getting your replies and answers with reference to it. 

HON. MR. FARRIS: If I get argumentative, please 
don't misunderstand me. I am very grateful to the Board 
for all the questions they put to me and if a question 
puts up a target for me to shoot at, please don't think 
I am shooting at the Board. I take it that that is the 
only way that 1 can effectively -- 

THE CHAIRMAN: In this connection, do you not agree 
with ae proposition: If the Dominion is in the income 


tax field at all it must treat all provinces and citizens 
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alike? 

HON. MR. FARRIS: Now, the difficulty, Mr. Chaizman, 
of that suggestion is that the argument of the injustice 
is being tempered by the argument of the alternative. 

THE CHAIRMAN: No, there are two things. The 
question of whether you are entitled to some special 
consideration is one thing. The other thing is who should 
levy an income tax, the Dominion or the province or both. 
Now, on the question of the Dominion income tax, is it not 
inconceivable that there should be an income tax which would 
differentiate between the provinces? There must be a 
common income tax on every individual. You may say there 
should not be a Dominion income tax. You may say that the 
Dominion income tax should be subordinate to a provincial 
income tax, but if there is any Dominion income tax at all 
must it not be on the same basis with respect to all 
citizens in all parts of Canada? 

HONR. MR. FARRIS: Yes I think so. As far as we 
ordinarily conceive the idea of taxes they must be general 
in their application and collection although not necessarily 
uniform in the application of its expenditure after it is 
collected. 

THE CHAIRMAN: Thet is an entirely different question, 

HON. MR. FARRIS: I say that all comes back and with 
grcat deference I cannot help but feel that that question 
does indicate that the Board is naturally, at all times when 
one is considering the question of whether there is an 
injustice or not, keeping in mind the alternative, "Well, 
how is it to be remedied?” Now, that is not my task for 
the moment. My task for the moment, my self-imposed task, 
if I may be permitted to put it to you in the way I wish to, 
is that ares as British Columbia is concerned, and I am 


not shutting my cycs, Mr. Chairman, .-- this Government 
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"within Canada. 

Table 21 shows the net value of production 
in the various industries of the Province as 
computed by the Dominion Bureau of Statistics." 

Now, I am attempting to do two things as I proceed 
with this argument, lir. Chairman. I am attempting to 
develop each of these two points to stand separetely on 
its own feet and I am attempting to bring them together 
as an accumulation in reply to the offhand suggestion "You 
have the money and you ought to pay". 

THE CHATRMAN: I thought it was put in here in order 
to show that you were entitled to a readjustment, not in 
answer to any offhand suggestion. 

HON. MR. FARRIS: Well, I say that it is an offhand 
suggestion that we have got the money and that we should 
pay. 

ToE CHAIRMAN: Well, Senator, don't let us get at 
cross purposes. All we are anxious to do is to elicit 
all the relevant facts. 

HON. MR. FARRIS: I quite appreciate that. 

THE CHAIRMAN: And do what is fair and right on the 
basis of those facts. Now, if questions are asked, they 
are only for the purpose of elucidating the subject and 
getting your replies and answers with reference to it. 

HON. MR. FARRIS: If I get argumentative, please 
don't misunderstand me. I am very grateful to the Board 
for all the questions they put to me and if a question 
puts up a target for me to shoot at, please don't think 
I am shooting at the Board. I take it that that is the 
only way that I can effectively -- 

THE CHAIRMAN: In this connection, do you not agree 
with this proposition: If the Dominion is in the income 


tax field at all it must treat all provinces and citizens 
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alike? 

HON. MR. FARRIS: Now, the difficulty, Mr. Chaizman, 
of that suggestion is that the argument of the injustice 
is being tempered by the argument of the alternative. 

THE CHAIRMAN: No, there are two things. The 
question of whether you are entitled to some special 
consideration is one thing. The other thing is who should 
levy an income tax, the Dominion or the province or both. 
Now, on the question of the Dominion income tax, is it not 
inconceivable that there should be an income tax which would 
differentiate between the provinces? There must be a 
common income tax on every individual. You may say there 
should not be a Dominion income tax. You may say that the 
Dominion income tax should be subordinate to a provincial 
income tax, but if there is any Dominion income tax at all 
must it not be on the same basis with respect to all 
citizens in all parts of Canada? 

HONR. MR. FARRIS: Yes I think so. As far as we 
ordinarily conceive the idea of taxes they must be general 
in their application and collection although not necessarily 
uniform in the application of its expenditure after it is 
collected. 

THE CHAIRMAN: That is an entirely different question, 

HON. MR. FARRIS: I say that all comes back and with 
great deference I cannot help but feel that that question 
does indicate that the Board is naturally, at all tines when 
one is considering the question of whether there is an 
injustice or not, keeping in mind the alternative, “Well, 
how is it to be remedied?" Now, that is not my task for 
the moment. My task for the moment, my self-imposed task, 
if I may be permitted to put it to you in the way I wish to, 
is that so far as British Columbia is concerned, and I am 


not shutting my cycs, Mr. Chairman, .-- this Government 
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apprecietes as fully as anybody that British Columbia 

is part of Canrda, thrt must not be overlooked -- but 

I say this, that so far as our financial position is 
concerned, divorced from all solutions of this question 
which I for the moment am asking you to consider, that 
British Columbia has an unassailable position that she 
Should have the income tax. Now, that can be torn to 
pieces 2s much as you like by saying it is not practical 
to do it in relation to the other provinces because of 
results. That is an altogether different position. I 
realize this position, that the very logic of my argument 
in connection with the incidence of the tariff, in 
connection with the customs duties and everything else, the 
very logic of that is that Ontario and Quebec ought to be 
contributing in some form to the general revenues more 
than British Columbia and more than the other provinces. 
The very basis of that three-fold analysis that I have 
made is an antithesis of that position, but I say notwith- 
standing that we have started Confederation on the basis 
that the only tax available for the province is direct 
taxation, the experience -n British Columbia to-day shows 
that the only possible source that more revenues can be 
obtained in British Columbia is by the income tax to be 
imposed by this Government. Conditions here show it is 
absolutely essential; and I am getting ahead of my story, 
because I have got more figures to add up before I start 
to pull these in together, - show beyond question that if 
our alleged prior right to income tax in British Columbia 
is conceded that for the time being at any rate we can take 
care of our financial position and that we cannot do it 
without it. Now then you say “How are you going to dovetail 
that in with the problems of the rest of Canada?" I don't 


think that is the problem of this province to submit to this 
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Board, and I think the sane position of this Government to 
take on that is to say this: We think under the establish- 
ment of Confederation, wethink under the recognition, the 
very nature of things, that direct taxes must have been 
primarily for us because it is the only thing we got, 

that that puts us in the cntrenched position that gnould 

be ours until somebody submits something that is an 
alternative. 

THE CHAIRMAN: Is not the practical difficulty there,- 
because we have got to look at this from a pracitical point 
of view, there is no use our working out a theoretical 
proposition that cannot be given some effect to,- asa 
matter of fact the Dominion is in the field. That isa 
fact which, whether we like it or not, we have got to 
recognize. And, secondly, if the Dominion goes out of 
the field, it mst go out with respect to all the provinces, 

HON. MR. FARRIS: I think that is right, I don't see 
any alternative. 

THE CHAIRMAN: Then, where is the Dominion to get 
the $150,000,000 worth of revenue or more that she gets 
from the income tax? We cannot ignore that. We wowld not 
be common-sense people sitting herc, trying to reach some 
workable and equitable solution, to ignore that other side 
of the proposition. And we would like it if you can help 
us on that because we have got to look at it from every 
angle, If you can help us we would be glad to have your 
help. 

HON. MR. FARRIS: Well, Mr. Chairman, I am trying 
to help you to this extent: I am trying to make it as 
unasseilable as I can that on the existing conditions 
British Columbia suffers a grave injustice. I say first, 
and I am repeating myself, but I want to give emphasis 


to it, I say first thet taking from this province as md. 
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income tax as you take from all the provinces except 
the two central provinces, on the face of it, cannot be 
a sound position. I want to cmphasize -- 

THE CHAIRMAN: Of course, we went over all that 
this morning. 

HON. MR. FARRIS: I know thet, Mr. Chaizyman, but 
I want to emphasize this because after all this Boam has 
a wide scope and it has a wide organization and it has men 
of great cxperience on it, and I suggest, sir, that it ought 
to be the active mission of this organization to ascertain 
more fully than I have been able to say it way it is that 
the income tax works in that way, and I will venture to say 
it can never be established that it is because the wealth 
of this province is greater than the combined wealth of the 
other six provinces. 

THE CHAIRMAN: No, but Senator, surcly, with great 
respect, is that not begging the question? Is not the real 
question this, so far as any income tax is concerned, the 
basis of the income that is taxed and the number of people 
who fall within the taxing brackets? 

HON. MR. FARRIS: If the existing injustice of the 
tax is its own justification,that may be an answer. But 
I might say that is the answer regardless of what it is 
going to cost, that is the result, it does not prove it 
is right. 

THE CHAIRMAN: You may say the income tax is too 
heavy, it should be reduced and so on, but if you must 
have a Dominion income tax, it must be admitted that whate 
ever the tax is, it must be the same all over Canada. 

HON. MR. FARRIS: I don't know of any other way that 
it can be applied under the system as we conceive it but 
I don't think it impairs the position we are taking in the 
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THE CHAIRMAN: I do not suggest it does, but it does 
deal with the question of whether the Dominion is to 
surrender the field of income tax. It is one thing, 
Senator, that you have a bona fide claim to an equitable 
adjustment in the relations between the provinces and the 
Dominion, and it is an entirely different position to say 
the Dominion should surrender the income tax. 

HON. MR. FARRIS: But let me put my position as I 
see it on behalf of theprovince, and it is this: That 
so far as the province of British Columbia is concerned 
the logic of our position is sound, that confined to this 
province it should be surrendered and the Dominion should 
get out of the field; and I have not the least doubt 
in the world that if it was only British Columbia that 
had to be considered that this Board would agree with that 
and the Dominion Government would *-gree with that. But the 
Dominion says "Admitting all the justice of what you say, 
admitting the injustice of the present tax in its 
incidence against British Columbia, admitting the historical 
Significance of this situation and your prior right to 
this, tax, we have got to have it.” Well, if that is the 
Dominion's position I say it is not for us to offer the 
alternetive that will enable them to so invade our ficld, 
It should be for the Dominion to offer the suggestion. 

THE CHAIRMAN: You are presenting a claim here for 
equal treatment, that you may be equal or in the same 
position as the other provinces. We have got to try and 
work that out and see what is the inequality. 

HON. MR. FARRIS: That would apply to the grants. 

THE CHATRMAN: Yes, I thought you were still confining 
yourself to the grants. 

HON. MR. FARRIS: No, I am not confining myself in 


this presentation to the grants. I say the grants are 
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uncqual, they should be equalizod, but this question of the 
income tax, which is not a question of grants, it is the 
opposite to grants, it is somcthing taken from us, ig 

even a greater injustice, a greater inequality, and is 

an impossible condition to continue in this province. Now, 
I say wo are right in that position and as Mr. Pattullo 

has just said “What are ne doing to-day?" We are allowing 
the Dominion to come in here to tax our natural resources, 
to take this money out, and at the same timc we are borrow- 
ing to the tune of $30,000,000 over this period of years 
for unemployment because we camot afford to pay it and 
thet we could pay if it was not for the injustice of the 
Situation. Now then it is not fair in my submission, if 
that is right - if it is not right then we have not any 
answer to make -t all + if that is right, that you should 
say ‘"Well, you have got to solve it, what is the alternative?" 
The alternative does not arise because of our action. The 
altern>tive arises because of the predicament the Dominion 
finds itsclf in in provinces other than British Columbia. 

I say the move to solve that must come from the provinces 
who ought to be all insidc looking out. And who is secking 
the change? The Dominion. 

THE CHAIRMAN: You sec, the provinces on the outside 
are the maritimes. Ontario end wuebee ere claiming that 
they should have their income tax just as you cre claiming. 
They are presenting stele ine seo by the pavers. 

HON. MR. FARRIS: Well, they cannot surcly present 
it with the seme figures we have. 

THE CHAIRMAN: Probably not but I mean it is the same 
claim in substance. 

HON. MR. FARRIS: It is the seme olnim but it cannot 
be supported with the same arguncnt. 


THE CHAIRMAN: I am only pointing out the difficulty 
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we face, and if you enn be of any help to us we would like 
it. Thet is, we cannot say that income of over $100,000,000 
should be taken from the Dominion, beceuse the Dominion 
would be bankrupt, and with the Dominion bankrupt would 

go the credit of the provinces. 

HON. MR. FARRIS: Yos, but it is tho Dominion that 
has crcated this Commission. 

THE CHAIRMAN: No, it is the conditions which existed. 

HON. MR. FARRIS: No, it is the Dominion thrt is the 
responsible organiz-tion that has crcated this Commission. 

THEQCHAITRMAN: It is thc war and the aftermath. 

HON. MR. FARRIS: No, but the Dominion Government has 
taken the responsibility of issuing the Commission to you, 
Sir, and your associates as a Dominion undertaking. 

THE CHAIRMAN: Undoubtedly. 

HON. MR. FARRIS: Now I say it is not fair, if we 
are right in the position we are taking on this mtter, 
that the Dominion, because it says “We cannot do justice 
to you in your claim, no matter how just it is, because 
it will cost us $100,000,00 or $90,000,000 somewhere else." 
find therefore sit back and ask the provinces to makes 
suggestions to solve the problem for the Dominion, which 
they can shoot at after they get it. It scems to me the 
vory logic of that situation tht the solution for that 
should be offered to this Commission by the Dominion and 
it should take the lead in thet. 

COMMISSIONER MacKAY; At the sane timc you -ro asking, 
emnong othcr things, thet the Dominion take over a large 
field of government which costs a lot oi moncy. You are 
asking them to teke over uncmployment rclicf and so on. 

HON. MR. FARRIS: Yos, I give you my reasons for that. 

COMMISSIONER MackAY: Yos, and you say, trke over 


thet and leave income tax alone and take over these cxtre 
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duticos. That is to say, do a lot more with a lot less 
incomc. 

HON. MR. FARRIS: I do not say for one monent take 
over these duties and leave the income tax alone. I say 
this -~ 

COMMISSIONER MackKiY: No, I bog your perdon, I 
didn’t quite catch your point there. 

HON. MR. FARRIS: Whet I say is this: I say thet 
the Dominion should take ovcr unomploynent for the reasons 
that I will edvance when I come to thet heeding. They 
should teke over ccrtain other serviccs because they 
properly belong in the field of the Dominion. Incidentally 
they should take them over because for certain reasons we 
are entitled to relief and thet is the logical way to give 
it. But when you cone to the question of the solution 
I say the whole thing is in the hands of the Dominion, 
the Dominion has control of the finances, it has control 
of currency, it has control of the Bank of Canada. 

THE CHAIRMAN: Yes, but it cannot mekc moncy. 

HON. MR. FARRIS: Well, I don’t know about that. 

THE CHAIRMAN: You may have inflation, I suppose. 

HON. MR. FARRIS: It is amaging whet other countries 
are doing to-day in the world. I say it mast come to this 
position, if we are carrying more of a burden than we can 
carry and the Dominion is carrying more of a burden than 
it can cerry, something has got to give. 

COMMISSIONER MackiY: But the whole argument there is 
"Heads I win and tails you lose." 

HON. MR. FARRIS: No, I don't think so, Dr. Mackay. 
I don't want to be frivolous about this nor do I want to 
appear to be doing this. I am saying this: We sare both 
here, we have no choice but to carry on the services we 


are carrying on. It is just like an crgument I have made 
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in court on behalf of the B. C. Eleotric Company in on 
eutomobile case: “We arc on a fixed track and we cannot 
get. off it. The other fellow has got the rest of the town 
where he can turn end where he can go. Heo is mobile and 
we are not." That comprrison cones to me offhand and it may 
be a crude one but it is exactly tho sane situation here. 
We are on a fixed track. The British North imerica ict 
has definicd what we can do and all we can do. But for 
the alternative that may have to be turned to if things 
are as bad as everybody paints thom, lies only in the han*s 
of the Dominion Parliament, no other place, and therefore 
it mst be there that the ultimate solution of these 
questions must corns. 

COMMISSIONER MackiYy: It docs not follow that it 
must be there. There may not be an alternative. 

HON. MR. FARRIS: I said that, of course. It may 
be we throw up our hands and say there is no alternative. 


It is one or the other, 
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What I have said, Mr. Chairman, in regard to timber, 
applies with equal force in regard to minerals. In one 
sense it has more force because, while timber is wasteable 
minerals are wasting. On the other hand, we do not know 
what the resources of British Columbia are in regard to 
minerals, Undoubtedly, as we believe, their exhaustion 
is far more remote than is the case with respect to timber. 

We now come to the sixth proposition. It is this, 

"Six: I% is impossible for the province and the 
municipalities to meet the necessary costs of the 
administration of government and debt obligations 
under existing conditions, except by increasing the 
burden of tagzation to an intolerable extent. 

ANALYSIS OF PROVINCIAL FINANCIAL POSITION 
A. Current Revenue and Expenditure: 


The revenue of the province for the 
last fiscal year was (Table 124,p.247) $28,033,880 


The current expenditure was 


(Table 123, page 241) 2° 5413 ,589 
This shows an operating profit of $ 2,620,291 


There are two things which must be called to your 
attention at this point. One is that unemployment relief 
is not included in that surplus, but is charged to Capital 
Account, and accounts for $5,645,378. In addition to that, 
there are the deferred paymen%s on sinking fund of approx- 
imately $2,500,000. 

THE CHAIRMAN: Might I ask whether those are deferred 
payments for the year? 

HON. MR. FARRIS: Yes. I might give you a reference 
to the deferred payments for more years than the one, I 
thought I had my finger on it, but for the moment I do 
not seem to be able to find it. I think it is to be found 


in Table 108 on page 195 of our main Brief. This table 
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shows a shortage on sinking fund for the five years, and 

I think it is important to call attentionto this. There 

has been, as you will notice, very substantial payments 

made on sinking fund. On the whole, J think, the sinking 

fund of this province will probably compare favourably with 

that of any province in Canada. Mr. Hart statcs our sinking 

fund is about cqual to that of the three prairie provinces, 

although their combined debt is three times as much as ours. 
THE CHAIRMAN: Does this deferred payment on sinking 

fund indicate that the wholé@ yearly payment has been 


deferred or only part of it? 


HON. MR. HART: Only a small percentage has been de= 
ferred. We have provided a sinking fund for the stock 
held in Lonfon and we have kept that up; altogether it 
is about a quarter of a million dollars a year. 
HON. MR. FARRIS: Turning over the page, we read:"An 
analysis of the source of revenue-——" 
THE CHAIRMAN: You are now back to your Brief, are 
you, Senator Farris? 
HON. MR. FARRIS: I am back at page 30 of my Brief 
of Argument, sir. 
*An analysis of the sources of revenue shows that 
of taxes paid by industries in the province, 54,51 
per cent is directly based on wasting or wastable 
assets, and 45.49 per cent on industries having no 
wastable assets. To this must be added the fact that 
considerable of the activity in non-wasting asset 
industries is dependent on the wasting-asset in- 
dustries(see Part V., Table 100, page 183)." 


If you wish to follow that further, it is set out 


in the main brief at page 183. Continuing: 
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"Thess facts must be borne in mind in considering 
the future sources of revenue of the province and 
its ability to meet its continuing obligations and 
needs. 

The sources of provincial revenue are shown in 
Part V., Tables 97 and 98, pages 179-180. 

Table 124, page 248, Part V., shows the revenue 
of the province 1871 to 1937. In each of 40 years 
there was a deficit, and in 17 years a surplus 9(see 
Table 95, page 178.)}" 

I think we might look at that, particularly at Table 97, 
It shows an income tax of approximately $6,000,000, a 
gasoline tax of approximately $2,500,000, Succsssion Duties 
of a little over $1,000,000, and timber leases, licences, 
royalties, all of which I have added up and which amount 
to around $2,500,000. There are profits on the liquor 
sales of approximately $3,000,000. I think the Dominion 
makes more out of our liquor business than we make. 

THE CHAIRMAN: How much did you say the timber emounted 
to, Senator? 

HON. MR. FARRIS: About $2,451,000. 

THE CHAIRMAN: Thank you very much. 

COMMISSIONER MacKAY: What is this land tax, Senator, 
does the province have a real estate tax on land? 

HON. MR. HART: On the wild lands, just in the un- 
organized districts. 

COMMISSIONER MacKAY: Not in the municipalities? 

HON. MR. FARRIS: No. 


HON. MR, PATTULLO: I would like, just here, to say 


that the annual tax of farmers in this province is very low, 
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This is a wild land tax; it includes land,not actually 
occupied, but held by people who do not occupy it. 

THE CHAIRMAN: Taking the farm lands in unorganized 
districts, what is the basis of taxation on this type of 
property? 

HON. MR. HART: <A half of one percent of a reasonable 
valuation set by the government assessors. The farmers 
pay a very small tax in the province of British Columbia, 
and there is an exemption up to $1500. for the improvement 


of land and buildings. 


THE CHAIRMAN: I think that is lower than in any 


province which we have yet visited, but I am not sure, 


Well then, is there any school tax in addition to that? 

HON. MR. HART: Yes, there is. 

THE CHAIRMAN: On the land? 

HON. MR. HART: Yes, on the land. 

THE CHAIRMAN: What is the school tax? 

HON. MR. HART: It is set according to the requirements 
of the sciool district; it varies every year according to 
whatever the requirements of that particular school district 
are. It is assessed on the land for that year. 

THE CHAIRMAN: Does the school district pay the entire 
cost or just the cost of the building and upkeep; who pays 
the teachers salary? 

HON. MR, HART: The teachers are paid by the government, 

THE CHAIRMAN: Mr. Hart, can you give us an idea of 
what that school tax on the land, presumably on the assess- 
able valuc, would be, generally speaking? 


HON. MR. HART: It would be less than one half of one 
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per cent, on the average about one-quarter per cent. 


THE CHAIRMAN: Then, the government makes its own 


assessment of the land? 
HON. MR. HART: Yes, it does, 
THE CHAIRMAN: What is the basis of the assessment? 


Sometimes it varies from 20 per cent to 100 per cent of 
the value, is there any fixed basis, Mr. Hart? 

HON. MR. HART: We are supposed to take the cash 
value of the land, but it is very hard to arrive at that. 

Those values are adjusted yearly, and we try to see that 
the adjoining districts have relatively the same value. 

HON. MR. FARRIS: You will find some information on 
that question under the heading of "Education", which 
begins at page 142 in the main Brief. There are certain 
tables there, and then at page 147 in the text there is 
a discussion which might be of assistance in that connection, 
At page 147, the second paragraph--I don't know whether 
you wish me to read it or not, but it is a reference for 
you. 

THE CHAIRMAN: No, it is just the reference which I 
want. 

HON. MR. FARRIS: I think this reference will give you 
the information and will supplement what Mr. Hart has just 
said. 

Now, Mr. Chairman, I have given a statement on the 
summary of the budget for last year, and on the next page, 
page 30, of my brief, I now refer you to the subheading 
B, “Provincial Debt." The details of this appear in the 
main brief at page 189. 

The net provincial debt is $147,404,785.83. Of this 


amount, $28,000,000 has been recently borrowed from the 
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Dominion for unemployment. In the next paragraph I have 
attempted an amalysis of the municipal financial position 
in some detail. You can also get some information on that 
at page 200 in the main Brief and the following pages. 
From that summary, I add up those different figures because 
we are now considering the question of whether British 
Columbia can continue with its appointed capital. Apparently 
the province has to stand the levies which are being made 
on it. Provincial expenditures amount to $23,243,000. for 
the year 1935-36. They are much more now, but I have 
taken those figures because I ant get them for all of 
the items of municipal expenditure. The Dominion taxes 
from British Columbia amounted to $27,151,000. This 
makes a total of $78,836,000. We must deduct from that 
the amount of the federal grants because this would put 
some of it on the basis of expenditure, so federal grants 
should come off. This would leave a total of $77,211,000. 
Added to this is the indirect tax imposed on the province 
by the incidence of the tariff. It is almost impossible 
to estimate this amount. 

Then, sir, I think, although it is not in my Brief, 
I think this question should be considered, how long can 
this bleeding process go on? [I think there should be con- 
sidered in the same question the money which goes out of 
this province by way of interest. Professor Carrothers 
gives an estimate of that at poges79 to 81. For the 


moment, I am not takzng the figures. The article goes 


into some detail as to the somewhat involved process by 
which he works it out. Professor Carrothers worked it 


out as being somewhere between $18, and $22 million dollars. 
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If we take into consideration the incidence of the tariff, 
taxes, and interest, I would not imagine I was far wrong 
if I should guess that the drain on this province would 
amount to $100,000,000. On top of that; " 

"An examination of recent provincial budgetr 
indicates that the province must raise an additional 
annual revenue of upwards of $10,000,000. The same 

é 
examination will show that there is no method by which 
a substantial increase can be made except by an 
increase in the income tax. The Dominion to-day is 
taking from this province in income tax over 
$8,000,000 per year. British Columbia has been 
forced, in defiance of the principle that such a 
tax up to its needs is the primary right of the 
province, to surrender this amount to the Dominion 
and borrow substantial portions of it back at inter- 
est for unemployment. 

A comparison of the deavameind tax and of the 
federal tax shows the extent to which the Dominion 
has crowded the provinces and municipalities out of 
the field." 

THE CHAIRMAN: Senator, just one moment, you say the 


budget shows an additional revenue of upwards of $10,000,000. 


must be raised, can you indicate what this governs? 
HON. MR. FARRIS: Shortage in the sinking fund and 

unemployment relief are the two outstanding items. 
COMMISSIONER MacKAY: Have you any idea, Senator, 

what the Dominion sales tax takes out of this province? 


HON. MR. FARRIS: I have included that in the figures 


which I have given you, but I do not know whether it was 
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segregated or not. 
THE CHAIRMAN: The Dominion tax is $27,000,000. 
HON. MR. FARRIS: That is intended to include all 


forms of taxation going out of the province of British 
Columbia. 

COMMISSIONER MacKAY: What page is that on? 

HON. MR. FARRIS: It is contained in two places; it 
is given in the summary at page 30 and it is given in the 
analysis at an earlier page. It is given also, on page 
twenty-five. The customs duties collected at British 
Columbia ports of entry amounted to $17,217,000. Excise 
Duties amounted to $3,050,000. and war tax revenues amounted 
to $11,070,000. I am not just sure whether it is excise 
or war tax which includes the sales tax, but it is one of 
those two items, 

COMMISSIONER MacKAY: Is sales tax included in that 
war tax revenue? 

HON. MR. FARRIS: It is included in one of those items, 
I think it would be in the $11,000,000. item. We have 
that in detail in the main Brief. I think Table 103 on 


page 187 will show it. 

COMMISSIONER MacKAY: It is under "Importations", is 
it? 

HON. MR. FARRIS: That table 103 does show it, does 


it not, Dr. MacKay? 
COMMISSIONER MacHAY: Apparently this sales tax under 


"importations,"B is it. 


DR. CARROTHERS: There is a domestic sales tax in 


Part IV of that table about the fiftf, item down, 
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THE CHAIRMAN: You are going on to deal with the Income 
Tax, are you not? 
HON. MR. FARRIS: Yes, I am continuing at page 30 of 
my Brief of Argument. 
THE CHAIRMAN: %+ is page 31, is it not? 
HON. MR. FARRIS: Yes, at page 31, I quote: 
" THE PROVINCIAL INCOME TAX 
"The tax of Net Income on individuals and core 
porations is governed by the Income Tax Act (Chapter 280 
R-S.B.C. 1936). The taxation of Banks, Telegraph 
and Express companies, and the Output taxes on coal 
and minerals comes under Parts IV., V., VilI., and 
VIII. of the Taxation Act (Chapter 282, Revised Statutss 
of British Columbia 1936). 
Except in the case of Insurance Companies, the 
taxes on Gross Income and on Output are alternate 
to the tax on Net Income, and the tax paid on Gross 
Income or Output applies on account of any greater 


sum that may be payable in respect of Net Income. 


Banks, Telegraph and Express companies are assessed 
a flat fee for each branch or agency in the Province." 
I think that is $4,000 and ten and five hundred dollars 
for each branch. Continuing: 

In the case of the Net Incom Tax, the rates on 
individual and corporate incomes are the same, ex- 
cept that corporations are not liable to the surtax 
imposed in 1933. Thus the present rate applicable 
to corporations is graduated from a minimum of 1 
per cent to a maximum of 10 per cent, which is reached 
when the taxable income exceeds $19,000. The rates, 
including proes ee applicable to individuals, expressed 


in percentages of the taxable incomc, without regard 
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“to personal exemptions, arc as follows." 
The ratos range from 3 per cent on $5,000 to 27.77 per 
cent on $500,000. Continuing: 
"For the fiscal ycar ended Merch 3lst, 1937, 
the revenuc from these sourccs wasi-- 
Net Income Tax $7 ,416,106.70 
Output and Gross Income Taxes 960,896.55 


Totel Collections $8,377,053.28 


Refunds of 1 per cent. 
wage deductions 969,423.31 


Net Revenue $7 ,407,687.97 
Of the Net Inecae Tax collections, 76 per cent 
was from Corporations and 24 per cent from individuals. 
The returns assessed numbered:-- 
146,799 from individuals" 

THE CHAIRMAN: Senator, perhaps Mr. Hart could tell us 
whether that 146,799 indicates the number who actually 
paid taxes or the number who made returns. Sometimes re- 
turns are made by those who are not liable, that is, their 
income does not fall within any of the brackets. Does that 
indicate the actual taxpayers? 

HON. MR. HART: It indicates the returns assessed and 
upon which tax was paid. 

THE CHAIRMAN: What are the exemptions? 

HON. MR. FARRIS: The returns would be considerably 
larger than that, for this reason~-Mr. Peterson will be 
called and he will explain that. There is a rather com- 
plicated system in connection with a man employed in in- 
dustry. Certain deductions are made, then the exemptions 


are brought in at the end and wefunds have to be made. 
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HON. MR. HART: The first six hundred dollars is ex- 
empted. 

THE CHAIRMAN: In round figures, what are the exemptions? 

HON. MR. FARRIS: 600. for a single man and $1,000. 
for a married man, [ think you will get some additional 
information on that point from Mr. Peterson. 

THE CHAIRMAN: It would be interesting if Mr. Peterson 
could give us the percentage of this tax from individuals, 
that is, divide the income tax between individuals and 
corporations so we would know how much is received from 
eache Then, perhaps, he could indicate to us how much is 
received from those who are taxed under the provincial 
tax but who are not liable to taxation under the Dominion 
income tax that is, from $1,000. to $2,000. for a married 
man, and $600. to $1,000. for a single man? 

HON. MR. FARRIS: Then, I have some comparable figures 
on the Dominion Income Tax. “The present rates, expressed 
in percentages of the taxable income without regard to 
personal exemptions, are as follows: for corporations it 
is 15 por cent, and for individuals it goes from 5 per 
cent on $5,000. to 56 per cent on $500,000. 

"For the fiscal ycar ended March Slst, 19357, the 
revenue collccted in this province was $6,738,986.37. 
The following is a comparison of the Dominion 

corporation tax and provincial tax:* 

On taxable income of $1,000. the Dominion tax is 
$150. while the provincial tax is $10.00. On $5,000, the 
Dominion tax is $750. and the provincial tax 9150. This 
gocs up. to $3,000. for the Dominion tax on an income of 


$20,000, while the provincial tax on the same amount is 
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$2,000. 

Might I ask you to kccop in mind that Mr. Peterson 
has some figures which have a particular bearing upon this 
subject. He will also give you information on the appli- 
cation of certain exemptions which come under our Act, 
not only in their theoretical ceffect, but in their actual 
application, which should be of some aid to you in this 
connection. "The cffect of the necessary increase in the 
provincial income tax is indicated by a statement by 
the finance metres the Hon. Mr. Hart, in a recent 
budget speech, the effect of doubling the tax, taking 
into account the Dominion's levy would be as follows:-- " 

It is clear that British Columbia would need double 
the income tax it has and an indication of what would 
happen with the Dominion in the income tax field too, is 
given in the Table at the bottom of page 32, in the Brief 
of Argument. A person having a gross income of $5,000 would 
pay to the province a tax of $240. and to the Vominion a 
tax of $180., making a total tax of $420. A person having 
a gross income of $500,000. would pay a total tax of 
$503,944.00, or over $3,000, more than the income. 

COMMISSIONER ANGUS: That is doubling the provincial 
income tax, but not the Dominion? 

HON. MR. FARRIS: Yes, doubling it, and putting it 
along side the Dakine income tax. This is not done merely 
to show fancy figures; it is to bring home the actual position 
the deadlock which exists here in this province, to-day. 

Dr. Corrothers, has had prepared at your request, Mr. Chair. 
man, certain information concerning the educational system 


of British Columbia. This is a comparison between municipal 
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and rural territory. The expenditures are shown here for 
thirty-two cities, twenty-four districts and seven hundred 
and seventeen unorganized districts. I do not know that 
any purpose will be served by my reading it. I had better 
put it in as an exhibit and you can look at it. 

THE CHAIRMAN: This is for the districts, the school 
districts throughout the province, is it? 

HON. MR. FARRIS: For the cities and rural districts, 
yes. 

THE CHAIRMAN: It might be marked as Exhibit Number 177. 

BABI BIT ONO. 177s Comparison between 
municipal and rural 
territory, showing 
expenditures for 
education. 

HON. MR. FARRIS: The second table which has been 
prepared is a comparison of the per capita customs duties. 
collections in certain provinces and all of Canada for the 
years 1869 and 1935-36. 

THE CHAIRMAN: This will be marked as Exhibit Number 178. 

BAHT BIT NO. 2768 Comparison of per 
capita customs duties 
collections in certain 
provinces, and all 
of Canada for the years 
1869 and 1935-36, 

HON. MR. FARRIS: This concludes, not the first fourteen 
points, but the six points I have submitted in this form 
to bring together all the different arguments under these 
headings. 

THE CHAIRMAN: Now, I was going to ask, does that conclude 
your argument on the point of"Bettcr terms", or are you still 


going on with thet? 
HON. MR. FARRIS: The next heading is at the top of the 


next page, page 33 of the Brief of Argument, and is Unemploy- 


ment Relicf. I put it im under a separate heading. I think 


it is an argument in favour of better terms, generelly 


speaking. This is true in the case 
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of British Columbia particularly, partly because of its 

geographical situation. It is an undeniable fact that people 

do come here, whether they come here for the climate or 

whether they come here and find they cannot go any further 
In this way, we have an undue burden to bear. 

THE CHALTRMAN: What is your conclusion on the whole 
matter of the question of better terms for British Columbia, 
to which you claim the province is entitled. 

HON. MR. FARRIS: In answering that question, I pretty 
nearly have to repeat what I have said at least three times 
this afternoon in connection with the income tax. I believe 
that is our fundamental difficulty. 

THE CHAIRMAN: That is not a rearrangement of the 
financial basis, that is asking the Dominion to go out of 
its particular field because you say it is an injustice. 

HON. MR. FARRIS: That, in itself, would be the most 
effective rearrangement for this province. If British 
Columbia had that, and if the unemployment was taken care 
of on a basis which we are submitting is sound for the whole 
of Canada. I do not know how much Mr, Hart would be asking 
fore JI think British Columbia could take care of itself 
on that basis. 

THE CH4AIRMAN: Assuming that basis is not feasible, 
assuming the income tax cannot be entirely withdrawn, what 
then? 

HON. MR. FARRIS: I can only repeat what I have said 
this afternoon so far as that phase is concerned. I say 
there are certain other things which should be done, but 
they are only incidental to the relief we should get. The 
rélief we should get, fundamentally, must be in connection 


with the income tax. 
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THE CHAIRMAN: That was not a part of the earlier state- 
ment when you asked for better terms; this did not arise 
until 1917, 

HON, MR. FARRIS: That may be, Mr. Chairman; the reasons 
which were available then, are here now and reinforce ow 
position in what I now say. In addition to that, we say, 
on the question of grants that a readjustment should be 
made» 

THE CHAIRMAN: I am speaking now on the point of 
putting you on an equality with the other provinces, This 
was the first propos’tion submitted to us, that British 
Columbia was entitled to consideration which would put 
the province on a base of equality with the other provinces. 
Now, what do you suggest? 

HON. MR. FARRIS: I suggested thisin opening, when you 
asked me a question about a particular amount, whether we 
had worked it out in comparison with the other provinces, 

I said, "No." I doubt very much--I am now exvressing my 
own views, rt have not discussed this with the Prime Minister 
or the Minister of Finance--but I doubt very much the 
feasability of making these adjustments merely on the 

basis of adding up a certain number of figures. I think 
that is important in establishing a grievance and in showing 
that inequalities exist, but that is all. When you come 

to deal with the remedy itself, I think if it -is going 

to be effective it would be better if it were on 

a broad remedial basis which could be laid down and then 
let the results work outto the common benefit, Now, working 
it out in figures is one move towards the equalization of 
grants, but I think British Columbia is really more 


concerned in being allowed to work out its own salvation. 
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without bcing drained of its asscts. 

THE CHs TRMAN: Do you think the $750,000. should be 
continued, that is onc of the things we have to consider? 
I assume you would say, “Yes". 

HON. MR. FARRIS: I do not think anybody would seriously 
contend that it should not, at loast, be continued, because 
Mr, Bonnett was being safe when he gave that to the province. 
It was a temporary stopgap until a better arrangement could 
be made. 

THE CHAIRMAN: Well, if you cannot help us any further, 
we will have to leave it there. I thought perhaps you might 
be able to help us in this matter. It is now four-thirty, 


so we will adjourn until 10.30 to-morrow morning. 


(The Commission adjourned at 4.30 p.m., 
Thursday, March 17, 1938.) 
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